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H.M. The King’s Birthday Honours List 
We extend our congratulations to Mr. F. J. Alban, 
C.B.E., J.P., Vice-President of the Society and 
senior ’ partner of Messrs. Alban & Lamb, Incor- 
porated Accountants, Cardiff, Newport and London, 
upon the honour of Knighthood to be conferred in 
recognition of his services to the King Edward VII 
Welsh National Memorial Association. 
We are also pleased to record the following 
honours :— 
Sir Edward Hodgson, Second Secretary, Board of 
Trade: K.B.E. 
Mr. A. os Morgan, President of The Law Society : 
t. 
Mr. C. T. A. Sadd, Vice-Chairman, Midland Bank : 
Knight. 
Mr. James Lythgoe, F.I.M.T.A., City Treasurer, 
Manchester: C.B.E. . 
Mr. W. L. Karamelli, F.S.A.A., Principal Account- 
ant, Contract Department, Admiralty : O.B.E. 
Mr. James A. Scott, F.S.A.A., Town Chamberlain, 
Kilmarnock : O.B.E. 
Mr. Walter Bell, A.S.A.A., Secretary Master Silver- 
smiths Association, M.B.E. 
Major W. Kingsbury, F.L.A.A., Army Welfare 
Office, County of London: M.B.E. 


New Presidents 


Sir Harold Gibson Howitt, D.S.O., M.C., F.C.A. 
“Messrs. Peat, Marwick, Mitchell & Co.), has been 


‘PROFESSIONAL 


_NOTES 


elected President of the Institute of Chartered 
Accountants. Sir Harold has been a member of the 
Council of the Institute since 1931 and is an additional 
member of the Air Council. His Vice-President is 
Mr. Edward Furnival Jones, F.C.A., F.S.A.A., senior 

er of Messrs. Allan, Charlesworth & Co., London, 
who has icularly interested himself in pro- 
fessional cation and is well known throughout 
the profession. 

The Council of the Association of Certified and 
Corporate Accountants has elected as President Mr. 
F. G. Wiseman, F.L.A.A. (Messrs. Matthews, Wiseman 
& Co., London), and as Vice-President Mr. T. E. A. 
Killip, F.L.A.A. (Messrs. Foster & Killip, Liverpool). 


Mr. Robert Sutcliffe, F.S.A.A., F.I.M.T.A., Borough 


- Treasurer of Middlesbrough, is now President of the 


Institute of Municipal Treasurers and Accountants. 


Returned Prisoners of War 

Victory in Europe has happily brought with it 
the release of prisoners of war who had been in 
German hands. The Society’s staff have been 
leased to welcome at Incorporated Accountants’ 
all some members and students who have recently 
been repatriated. The Head Office of the Society 
and the Honorary Secretaries of District Societies 
will be glad to afford any assistance or advice to 
repatriated members or students. It is interesting 
to know that communications from the President 
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of the Society reached prisoners of war during their 
captivity, and that they derived much advantage 
from the educational classes in the camps and from 
the text-books sent out by the Educational Book 
Section of the British Red Cross and St. John War 
Organisation, for which Miss E. Herdman, M.A., the 
Honorary Secretary, and her colleagues, carried out 
such excellent work. The President of the Society 
has previously paid tribute to the determination of 
those who pursued their studies and took the Society’s 
examinations in the camps. 


We are also glad to extend greetings to members 
of the Society in the Channel Islands, who, it is satis- 
factory to know, were able to keep their offices open 
even under the difficult and restricted conditions of 
the period of enemy occupation. 


Company Law Amendment 

In reply to a recent question in Parliament, Mr. 
Oliver Lyttelton, President of the Board of Trade, 
said that he had received the report of the Com- 
mittee on Company Law Amendment, and that it 
was his intention to have it published as soon as 
practicable. The report ‘will be awaited with cén- 
siderable interest by the accountancy profession and 
the public. The published minutes of evidence, 
which have been summarised in our columns, have 
revealed keen controversy on several points, par- 
ticularly on the pro for compulsory disclosure 
of [nominee shareholdings and of the accounts of 
private companies. 


Incorporated Accountants’ Benevolent Fund 

_ On another page of this issue is printed the annual 
report and accounts of the Incorporated Accountants’ 
Benevolent Fund for 1944. The unostentatious and 
kindly work carried out by the President of the Fund, 
Sir Thomas Keens, and by the Chairman (Mr. Percy 
Toothill) and the other trustees in assisting and 
advising those to whom the fund has been so helpful, 
will commend itself with special significance at this 
time to the whole of the members of the Society. 


Measurement of Profits ; 
We publish in this issue an article by Mr. Bertram 


_ Nelson, Chairman of the Incorporated Accountants’ 


Research Committee, on ‘The Measurement of 
Profits.” Next month there will be an article on the 
same, subject by an economist, presenting the con- 
siderations from another point of view. We shall be 
ianed sented Sa Bens Se Se Chains af Ye 

esearch Committee at Incorporated Accountants’ 
Hall comments and criticisms on the two articles. 
The Research Committee desires to obtain as wide a 
range of comment as may be possible. 


Accounting Principles 

A statement on the valuation of stock-in-trade 
concludes the series of recommendations wherein the 
Council of the Institute of Chartered Accountants 
has endeavoured to give a lead as to the best practice 
in the preparation of the accounts of industrial and 
commercial undertakings and to emphasise the im- 
portance of giving adequate and clear information 


. more informative company accounts. 


_ of a cheque to ask a third party other than a bank to 


made use of the practice for legitimate reasons. For 


_cheque at a bank where he has no account. 


July, 1945 
as to their financial position and results. We hope 
to publish the text of the statement in our next issue. 
It emphasises the principle of consisteficy, regardless 
of the amount of profits available or losses sustained, 
The Council of the Institute has earned the gratitude 
of the accountancy profession by its formulation of 
accounting principles. While there may be room for 

i ent on some points of detail, there can be 
no doubt that general adoption of the recommenda- 
tions would constitute a considerable advance towards 


Encashment of Cheques 

Early in June, the banks who are members of the 
British Bankers’ Association announced that they 
would not normally in future cash or exchange 
cheques drawn on other banks or branches. The 
exceptions are where an uncrossed cheque is presented 
for payment at the branch on which it is drawn, and 
where the cheque is presented by the drawer or a 
known agent, or is payable under a credit established 
on behalf of the drawer. Finally, cheques may be 
encashed at the discretion of the branch manager on 
exceptional and isolated occasions, where the sun 
does not exceed £10. The object of this decision is 
clearly to make tax evasion somewhat more difficult, 
by helping to‘ensure that sums received by cheque 
are put through the bank account of the payee and 
are thus on record. It is understood that the practice 
of encashing cheques instead of paying them in for 
collection has in fact reached a considerable scale in 
the last year or two, so that the loophole is an im- 
portant one. At the same time, the ban on encash- 
ment cannot hope to be watertight. On the one hand, 
it will be one more encouragement to use cash instead 
of cheques for illicit transactions, though this loop- 
hole has already been stopped to some slight extent 
by the withdrawal of the large notes for {£10 or 
upwards. Alternatively, it is still open to the payee 


cash it for him, though this might involve an element 
of collusion. Hence the ban on encashment should 
prove of some assistance in checking tax evasion, and 
should not seriously inconvenience those who have 


example, a credit can easily be established where an 
employee has been in the habit of encashing a salary 


A more welcome banking change during June was 
the resumption of cheque clearings with the Channel 
Islands. At the moment, definite advice of payment 
is required (that is, cheques cannot automatically be 
regarded as cleared after the lapse of a certain interval, 
as in normal cases). At present, too, the Island 
authorities have imposed certain restrictions on 
transfers of funds to the mainland, this being ‘the 
only example of exchange restrictions operating be- 
tween different parts of the United Kingdom. 


Reopening of Shops _ 

Any trader who closed a retail business in any 
trade other than food during the war may now 
obtain a licence to. reopen. This was stated by Mr. 
Oliver Lyttelton, President of the Board of Trade, 
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of Withdrawing Traders was compiled to safeguard 
the post-war interests of traders who were forced to 
close their shops on being called up or directed to 
national service, or through other causes arising 
during the war; to protect shopkeepers who were 
with difficulty carrying on their businesses against 
new and unfair competition ; and to prevent an un- 
healthy dispersal of the supply of con- 

sumer goods. Mr. Lyttelton has now decided that 


from June 18 any ex-trader eligible for inclusion in ~ 


the Register, whether serving in H.M. Forces or not, 
shall be granted a licence as a matter of course to 
resume his former business. If an ex-trader wishes 
to reopen in a different area or in some line of business 
other than that in which he formerly traded, this will 
be allowed, provided that it will not prejudice the 
interests of others on the Register. Licences will 
continue to be granted to persons who acquire the 
goodwill of an existing business, and to traders who 
remove to other premises in the same shopping area 
without changing the size and character of the busi- 
ness. A war-disabled person who wishes to enter 
retail trade may also obtain a licence, subject to any 
advice from the Ministry of Labour. No further 
licences will be granted on the grounds of essential 
public need, as it is expected that all essential demands 
will be met by the new arrangements, but sympa- 
thetic consideration will be given to cases of personal 
hardship. There are now 17,427 names on the Register 
of Withdrawing Retail Traders compiled by the 
The Minister of Food will shortly 
make an announcement concerning the reopening of 
food and catering businesses. 


Location of Industry 


The steps taken by Government departments to’ 


os information bearing on the location of 

pr Bi volnere gge tli aoe Meal eg tre 
of Trade Journal. Following the publication of the 
Employment White Paper in May, 1944, statistical 
data were collected, mainly about employment and 
unemployment, relating to all parts of the country, 
while early this year the Board of Trade and the 
Ministry of Production became jointly responsible 
for what is known as the Location of Industry Plan- 
ning Room. The result of these researches was to 
show that in certain districts all the available supply 
of labour had been absorbed, and that the strain on 
the public utility services was becoming dangerous, 
while in other localities there were large pools of 
immobile labour. It is stated that many industrial 
firms have already availed themselves of the facilities 
offered by the Planning Room, and the Board of 
Trade has decided that this service must now be 
extended to its regional offices. Through its Regional 
Research Sub-Committees, too, the Department is 
shortly to undertake a series of surveys, making the 
fullest use of the vast amount of information about 
industry built up by other Ministries. That the 
collection of such information a no —_ a the 
first towards dealing wi pro is, how- 
éver yey out by an analysis recently made by 


who recalled that the Location of Retail Businesses Professor 
Order was made in November, 1941, and the Register > 
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t Florence into “ The Selection of 
Industries Suitable for Dispersion into Rural Areas.” 
Professor Florence compiles a number of statistical 
coefficients designed to assess the suitability of various 
industries for dispersion, one most important criterion 
being that they “ should not operate under costs that. 
are high compared to the costs of their competitors, 
or compared to the demand prices of their customers.” 
Another coefficient measures the extent to which each 


_ industry is-concentrated in each of sixteen industrial 


regions. By this technique, Professor Florence arrives 
at a provisional list of thirty industries regarded as 
suitable for dispersion to rural areas. Discussion on 
this paper when read before the Royal Statistical 
Society, however, brought forth a number of criti- 
cisms from other statisticians,-and it would seem that 
until the statistical problems have been fully solved 
any administrative decisions on the se can be 
no more than empirical. 


Legal Aid and Legal Advice 

A well-deserved tribute to the work done by 
barristers and solicitors for poor persons is paid by 
the Committee on Legal Aid and Legal advice Be 
England and Wales, whose report has been published 
as Cmd. 6641. It is not generally realised that 
barristers and solicitors do this work not merely 
without reward, but at cost to themselves. They 
receive no pa’ t-in respect of overhead expenses, 
which in the case of solicitors account for about 70 
per cent. of all costs. The Committee conclude that 
excellent work is done by the various agencies de- 
scribed in their report, notably Poor Man’s Lawyers 
and Legal Aid Centres, but that the service as a 
whole was at best somewhat patchy, and has become 
totally inadequate. Moreover, this situation is likely 
to become worse, as with the great increase in legis- 
lation and the growing complexity of modern life, 
increasing numbers of people must have recourse to 
professional legal assistance. The Committee con- 


_ sider that legal aid should be available in all Courts 


and in tribunals where audience is normally granted 
to barristers and solicitors, for all persons in need, 
including a wider income group than those usually 
classed as poor. It is now recommended that the 
scheme be administered by the Law Society, which 
is to be answerable to the Lord Chancellor. The 
co-operation of the Bar Council and of Members 
of the Bar would be n . Both Area 
Committees and Local Committees should be 
appointed, and the Area Committees should also 
administer a scheme of legal advice, the normal fee 
for which would be 2s. 6d. Whole-time solicitors 
should be emp®yed for this purpose, and barristers 
and solicitors acting for assisted litigants should be 
adequately remunerated. The cost of the scheme 
should be borne by the State by means of an annual 
block pa t by the Lord Chancellor to the Law 


Society. Adequate publicity is an essential factor, 
and the Committee recommend that close contact be 
maintained between the Local and Area Committees 
and the Citizens’ Advice Bureaux, which it is con- 
sidered should continue their useful functions after 
the war. 
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The Annual 


CAPITAL FOR RECONSTRUCTION 


In the “ revised instructions ”’ to the Capital Issues 
Committee, issued as a White Paper this month, the 
Treasury has adapted its policy with commendable 
promptitude to the requirements of the transition 
period. Intending borrowers will benefit from the 


considerable widening of the purposes for which - 


capital may be raised, while the City has especially 
welcomed the decision to confine the operations of 
the Committee to its central task of deciding which 
issues may be made, and to abandon the former 
control, which many had considered irksome and ill- 
advised, over the details of marketing the securities 
concerned. 

Throughout the war, non-Government issues had 
been confined to essential purposes connected with 
the war effort. The definition has now been extended 
to cover various purposes connected with recon- 
struction, and by implication this gives us con- 
siderable insight into the official conception of 
national priorities during the present phase. Thus 
we are told that the committee will give specially 
sympathetic consideration to issues to finance the 
production or sale of British exports, to establish or 
expand undertakings in the Development Areas 
(which for this :purpose include Northern Ireland), 
and to restart undertakings that have been requisi- 
tioned or concentrated, or which have suffered war 
damage. The “approved” industries also include 
public utility undertakings and housing associations, 
agriculture, production of indigenous raw materials, 
and transport, with a miscellaneous list of other 
productive purposes covering : housing, clothing and 
footwear, capital goods needed to re-equip industry, 
catering, manufacture in replacement of imports, and 
any industries directly ancillary to these. On the 
other hand, the following are mentiorf€d as examples 
of purposes that would not be approved: entertain- 
ment, hire-purchase (except for purposes of the 
“approved” list, such as agricultural machinery), 
retail and other distribution (except where judged 
essential to the maintenance of essential supplies), 
finance companies where the proceeds would‘not go to 
financing “ approved ’’ industrial activity, or invest- 
ment trusts. 

It goes without saying that the priorities laid 


July, 1945 


down for access to the capital market will also be 
observed in the controls over labour and raw materials. 
Indeed, it is implied that the likelihood of obtaining 
permits for labour and materials within a reasonable 
period of, say, twelve months will be one of the 
considerations guiding the decisions of the Committee. 

So much for the new rules as they affect issues 


concerned with active physical investments.‘ For a 


great many borrowers by far the most important 
relaxation will be the raising of the exemption limit 
from £10,000 to £50,000. Otherwise, the control over 
purely financial issues is not greatly relaxed. - Con- 
versions to a lower interest basis, for example, may 
now be made without restriction, whereas formerly 
this privilege was limited to cases where the rate was 
above 4 per cent. On the other hand, the ban still 
remains on bonus issues, even though the mere issue 
of scrip as the counterpart of a capitalisation of 
reserves could not possibly divert funds away from 
Government issues. Similarly, issues will not nor- 
mally be sanctioned for the acquisition or amalgama- 
tion of existing undertakings, even though such 
operations merely transfer cash from one pocket to 
another without draining savings away from the gilt- 
edged market; and the unit trusts are still kept 
beyond the pale, even though their operations merely 
affect a redistribution of the ownership of securities 
already in existence. ‘In all this, we see a con- 
tinuance of the Committee’s dislike of market 
activity as such, whether or not it involves in reality 
any competition with Government securities. 

Fortunately, the ‘authorities have gone very far 
towards meeting another strand of criticism of the 
former control, namely the regulation over the details 
of marketing which it had frequently been urged 
might best be left to the market itself. Thus, the so- 
called grey market agreement (which permitted the 
placing of securities with strong institutional investors 
when their sale to the public was prohibited) now 
ceases to operate. Once Treasury consent to an 
issue has been given, moreover, no separate Treasury 
permission is required for dealings, a matter which 
now reverts to the sole discretion of the Stock 
Exchange itself. Further, borrowers are now free to 
arrange the terms and form of their issues through 
the normal market channels, the Bank of England 
retaining control only over issues of trustee or 
analagous status and over the timing of issues in 
excess of £100,000. All this is felt to re-establish 
a reasonable division of function between Whitehall 
and the City, and the acceptance by the authorities 
of reasoned criticism has given much satisfaction. 

Finally, it should be mentioned that the banks 
have been asked to conduct their lending policies in 
conformity with the new regulations as with the old. 
In particular, they have been asked to give special 
consideration to advances for any form of export 
business, but on the other hand not to make unduly 
large advances for personal needs, nor to give facilities 
for speculative buying or holding of either securities 
or stocks of commodities. 
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International Double Taxation 


_I—The New Approach 


By FRANK BOWER 


It is necessary to prefix the adjective international 
to the term double taxation in order to distinguish 
the subject from internal or domestic double taxation. 
Although the effect of taxing the same thing twice is 
broadly the same in both fields, namely, that it acts 
as a repellent and diverts the ordinary currents of 
money movements from their natural flow, the 
diversions in the more or less closed field inside the 
are not the same as the reactions 


instance, it can be shown that in those countries 
where there is double taxation of the — of com- 
panies, once when the profit is earned by the company, 
and again whenever it is distributed to the persons 
entitled to it, this double—and possibly multiple 
—taxation seriously affects company formation and 
lessens the undoubted usefulness of that machinery 
for assembling small savings into powerful commercial 
and social projects. International double taxation 
on the other hand affects the flow of inter-State trade 
and capital movements, and its reactions must be 
found primarily in that field and only in the second 
place in the effect of such inter-State flow on the 
domestic situation. 

International double taxation arises naturally from 
the fact that both the country where the income 
arises, the country of origin, taxes the income because 
it arises there, and also the country where the income 
is received by a resident, the country of residence, 
taxes the income because it comes in there. The 
country of origin must tax the income where it arises 
even though it accrues to a non-resident, because it 
cannot show preferential treatment to a non-resident 


over the treatment of its own residents. The country - 


of residence considers that it must tax the income 
which accrues to its resident because it forms part 
of his ability to pay taxes, which is the foundation 
of its income tax. Between these separately justifi- 
able claims the inter-State income is caught, and 
unless it is.so high in relation to capital employed 
that it still shows a yield after double taxation which 
is higher than the yield obtainable at home with 
single taxation it must s wither away. The 
normal manner of escape is for the non-resident to 
sell out to a resident of the country of origin and to re- 
invest his capital at home. This creates a movement 
of capital away from the country of origin to the 
country of residence. Similarly it prevents further 

ital being invested in the aah of origin by 
ota non-residents, however badly the country of 
origin may be needing the capital. 

t is clear that international double taxation is a 
barrier to inter-State-trade and capital movements 
which is comparable to tariffs and quotas on imports. 
Its effect is not quite the same, but that difference can 
be studied as a separate problem. The barrier should 


‘be removed. The question is whether any one method 


of removing it is more efficient or acceptable than 


another by reference to the probable economic effects 
Sas dacd aeaad: 


Former Theories 


It would be unwise to or to rely too 
strongly on deductions derived from pure economic 
theory, because trade and capital movements 
originate in the cumulative effect of multitudinous 
transactions by individuals who act as they consider 
to be in their interest by reference to their own con- 
ditions. The movement for the removal of double 
taxation has in fact suffered years of delay by reason 
of two economic dogmas which look persuasive in 
theory but are not borne out in ience. The 
doctrine which held the field right up to about 1938 
in official circles in Great Britain might be described ~ 
as the creditor nation theory. It was that the 
country of origin should abandon its right to tax 
income accruing to a non-resident, and leave the 
taxation of that income to the country of residence. 
It contended that if a debtor nation required capital 
it was bound to borrow in the world money markets 
on tax-free terms, because if it tried to tax the 
interest on the debt on the ground that the income 
originated in its country, the creditor would simply 
stipulate for a higher rate of interest which would 
enable him to pay the tax and still have the same 

i If that principle were true in financial matters, 
it was argued, it must be true in matters of trade. 
If a country needed imports of goods from outside 
its frontiers the seller could back to the 
importing country in his selling price any tax which 
the importing country might levy on his profits. 
Therefore it was idle to charge his profits. 

At that time Great Britain was a creditor nation 
with an annual income from oversea investments of 
£200 million, of which about £150 million were 

ived from Empire sources and £50 million from 
foreign countries. 

The other argument, which incidentally was incon- 
sistent with the first, was that taxation of profits is 
not a cost of production because the “ 
man ” who earned no profit and paid no tax decided 
the competitive price level. Therefore profits taxation 
could not increase prices and double taxation did not 
kill trade. This argument now sounds odd to the 
business man who is familiar with the necessity of 
covering himself for profits taxation in fixing his price 
lists. It is even more odd in relation to profits 
earned by a local producing unit, which may be able 
to cover itself for local profits taxes and still sell 
competitively, if those profits accrue to a non-resident 
who is to be taxed again in his own country. 


Dominion Income Tax Relief 
_ The arguments were debated strongly at the Con- 
ference of Dominion Premiers after the war of 1914- 
1918 and no agreement could be reached. The 
Empire Relief Scheme was evolved by the British 
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Revenue officers and adopted by the Royal Com- 
mission on the Income Tax in 1920. The scheme 
adhered to the principle that the country of origin 
should abandon its right to tax income arising in 
its borders in favour of the country of residence, but 
as a compromise in the interests of Imperial unity, 
Great Britain as the creditor country offered to give 
relief to any Empire resident who could prove that his 
income was doubly taxed, the relief being limited to 
half the average British rate on the income or the 
Empire rate whichever was the smaller, on the under- 
standing that the Empire country gave the balance 
of the relief so as to cancel the lower of the two taxes. 
It is unnecessary to say much on the subject of the 
shortcomings and complexities of the Empire tax 
relief scheme. They are well known. Three 
Dominions refused to have anything to do with it 
and two other Dominions only partially implemented 
it. The scheme was a form of Imperial preference 
because it was limited to Empire income, but its 
effectiveness left much to be desired and by far the 
larger share of the cost of it fell on Great Britain. 


Bilateral Treaties 

In the meantime foreign countries were making 
considerable headway in removing double taxation 
on inter-State trade by means of bilateral treaties, 
while Great Britain stood outside this development 
owing to the incompatibility of its ideas with the 
generally accepted principles. 

The loss of Britain’s creditor status by reason of 
the present war and the imperative necessity of 
removing all hindrances to the expansion of oversea 
income has induced a new policy at the British 


T , 
It is now accepted that, despite any economic 
theory to the contrary, the country of origin has the 


first right to tax profits from trade within its frontiers, | 


amd profits from the ownership and use of land. 
The income arises from its community and from its 
natural resources and that country is entitled to ask 
for a contribution towards the cost of maintaining 
them. This applies even where the country of origin 
is a debtor country. Moreover, it is realised that a 
creditor country should accept in principle the need 
to assist the debtor country in its own interest, and 
should accept the obligation of adopting a method 
of relieving double taxation which concedes to the 
debtor country the prior right to tax profits. The 
financial sacrifice is more apparent than real. 


The New System 

The outlines of the new system of relieving double 
taxation which is to replace the Empire relief scheme 
as and when arrangements are made with each 
Dominion and colony, and which will be instituted 
with any like-minded foreign country, appear from 
the treaty with the United States of April 16, 1945 
(Cmd. 6624) and from the proposals of the Finance 
Bill, 1945.* Certain types of income are to be taxed 
only in the country of residence and exempted in the 
country of origin. They comprise profits on exports 
without a place of business in the country of origin, 


* This Finance Bill was withdrawn owing to the election, 
and a shorter one substituted and passed. Presumably the 
clauses referred to will be included in the Bill which is 
promised later in the year.—Eb. 


profits on transport by air or sea, interest on in- 
debtedness of all kinds, royalties on intangible 
property such as patents, copyrights, and film rentals, 
— pensions and annuities, and earnings of 
usiness visitors. State salaries and pensions are to 
be taxed by the State which pays them wherever 
the recipient resides. . 

Other types of income are to be taxed in the country 
of origin, and the country of residence will. give a 
rebate of the origin tax against the residence tax on 
that income. They comprise all profits from trading 
in the country of origin, whether by means of a 
branch or a subsidiary company, and mineral 
royalties and rentals and interest from real estate. 
The definitions and clauses carefully define the tax 
frontiers and the whole is keyed together by pro- 
visions for exchange of information for the purposes 
of the treaty. 

The Sixth Schedule to the Finance Bill, 1945— 
temporarily withdrawn until after the General 
Election—outlines the relief to be given by Great 
Britain in respect of the second class of income which 
has been subjected to origin tax before accruing to a 
British resident. The relief is confined to residents 
of the United Kingdom. It is the full amount of the 
overseas tax up to a limit of the amount of the 
British tax on the income computed on British tax 
principles. Any oversea tax which cannot be offset 
against the British tax is deductible from the income. 
In considering the oversea tax applicable to a dividend 
regard is to be paid not only to tax actually levied 
on the dividend but also to any corporate’ tax levied 
on the profits out of which the dividend is paid if the 
dividend is an ordinary dividend or a preference 
dividend payable to a controlling shareholder. The 
relief applies to excess profits tax as well as income 
tax, but the oversea excess profits tax is to be offset 
against the British excess profits tax and the oversea 
income tax against the British income tax. If, owing 
to some unusual circumstances in connection with the 
100 per cent. rate of E.P.T., it is more onerous to 
adopt this system for any year, the taxpayer may 
elect not to do so. This constitutes a new and 
rational approach to the problem and subject to the 
inevitable snags which arise in dealing with different 
types of oversea taxes it promises to be successful. 

For the.trader and investor it holds out the promise 
that his aggregate taxation will be no greater by 
reason of the fact that he is venturing in oversea 
markets than if he ventured at home. The adoption 
of a uniform set of taxing rules to fix the extent of his 
liability in whatever country accepts the treaty will 
be a great convenience to the exporter to oversea 
markets. 

It is difficult to attempt to assess whether the 
British loss of revenue will be greater under the new 
system than it would be under the Empire relief 
scheme, and perhaps it is not a matter of serious 
importance how the cost of lifting the double tax is 
apportioned between the British Treasury and 
the oversea Government so long as the taxpayer is 


_ fully relieved. It is the flow of trade and investment 


which matters more than the collection of revenue, 
because the latter automatically benefits by the 
prosperity of the former. It is likely that the Empire 
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territories will require to give a er contribution 
to the relief than they did in the past by reason of the 
loss of revenue on the types of income that are 
reserved to be taxed in the country of residence. 


Probable Effects - 


The full effects of the treaties, when they are made, 
are not likely to be felt so long as controls over 
exports and imports of goods and capital continue. 
The standard treaty is designed on the assumption 
of free movement and its beneficial effects can be 
thwarted by controls and tariffs. Exports will benefit 
first. Income from oversea investment will need to 
await the relaxing of currency controls overseas and 
the lifting of the embargo on the export of capital 
from the United Kingdom. 

One class of investor is going to experience a change. 
The holder of preference fixed interest stocks in 
companies which are in receipt of relief in respect of 
Empire taxes has been in the privileged position in 
relation to the equity holders that he shared the 
relief without having to contribute to the oversea 
tax which gave rise to the relief. Each time an 
Empire country imposed a new income tax or in- 
creased its existing taxes he received an increased 
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net dividend at the expense of the ordinary share- 
holders because the British tax deductible from his 
dividend was reduced by the relief. That feature 
of the Empire relief scheme will disappear with the 
supersession of that scheme by the new treaty relief. 

ere will be a question which is no doubt exercising 
the minds of the financial advisers of the Dominion 
Governments at the present moment when they are 
being invited to conclude a treaty on the standard 
lines with the mother country. It is that they are 
anxious to attract and use British technicians and 
British capital in order to assist the industrialising 
of their countries and to continue the progress made 
in this direction during the war. To this end they 
may be prepared to contribute to the relief of double 
taxation on income earned by British capital inside 
their country. But they will not be anxious to 
encourage imports of manufactured goods similar to 
the ones they wish to produce at home. One conse- 
quence, therefore, of the conclusion of treaties for the 
relief of double taxation of profits may be an increase 
in protectionist tariffs to exclude imports. This 
aspect calls for vigilance and co-operative action 
between the Chancellor of the Exchequer and the 
President of the Board of Trade. 


Contracts for the Duration of the War 


By ERNEST E. EDWARDS, M.A., LL.B. 


“‘ The law recognises a state of peace and a state of 
war, but knows nothing of an intermediate state 
which is neither the one thing nor the other—neither 
peace nor war. In every community it must be for 
the supreme power to determine the policy of the 
community in regard to peace and war.” So said 
Lord McNaughton in Janson v. Driefontein Con- 
solidated Mines, Ltd. (1902, A.C. 484, at p. 497). 

Although several weeks have elapsed since the 
celebration of victory over Germany, yet in the eyes 
of the law England and Germany are still at war. 
This may be a cause of concern and disillusionment 
to many contracting parties who entered into con- 
tracts “ for the duration of the war,” thereby meaning 
the.end of the war with Germany, or “for the 
duration of hostilities” or similar terms. 


The End of the First World War 


At the end of the war in 1918 a Select Committee 
was appointed to consider ahd report what provision 
was made for defining the phrase “‘ end of the war” 
and similar phrases. They recommended that the 
date of the end of the war should be the date when the 
Treaty of Peace was finally binding on the respective 
belligerents, i.e., the date when ratifications of treaty 
“were exchanged or deposited. Following on that 
report there was passed on November 21, 1918, the 
Termination of the Present War (Definition) Act, 1918. 
That Act empowered His Majesty in Council to declare 
what date was to be treated as the date of the ter- 
mination of the war. It provided that that date 
should, as nearly as possible, be the date of the 
exchange or deposit of ratifications of the treaty or 
treaties of peace, and that an Order in Council might 
similarly declare what date was to be treated as the 


date of termination of war between His Majesty and 
any particular State. 

An Order in Council dated February 9, 1920, 
declared the date of termination of the war with 


_ Germany to be January 10, 1920, when the Peace 


Treaty with that country was ratified. The Order in 
Council fixing the date of termination of war generally 
was made on August 31, 1921 ; there was thus a con- 
siderable interval between the end of nominal hos- 
tilities and peace in the legal sense. In 1920 there 
were a number of cases on the construction of the 
term “‘ the end of the war,’’ particularly where claims 
were made under policies for payment of money in 
the event of peace between Great Britain and 
Germany not being “concluded” on or before a 
certain date. In Kotzias v. Tyser (1920, 2 K.B. 69) 
such a policy was issued on November 2, 1918 (nine 
days before the armistice was signed). Britain and 
Germany signed a Treaty of Peace on June 28, 1919, 
but only exchanged and deposited ratifications on 
pred 4 10, 1 It was held in that case that 
peace had not been concluded between those Powers 
‘on or before June 30, 1919,’ within the meaning of 
the policy, and the plaintiff succeeded in his action. 
It was held that there was nothing in the policy to 
show that the date of termination of the war was not 
to be the date declared by an Order in Council under 
the Act, although at the date of the action no Order 
in Council had been made. It was urged in that case 
that the insurer was a business man and was insuring 
himself against a business risk and that therefore 
special meaning must be given in the policy to the 
words “ in the event of peace not being concluded ” 
but that contention was rejected by the Court. 
It is to be noted that the Court was bound by the 
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- words of legislation applied to contracts made in 


complete ignorance that an artificial date for the 
termination of the war would in due course be fixed 
by Act of Parliament. Such an artificial arrange- 


_ment at that time no doubt deprived many persons 


of what they considered to be their just claims. 
Many parties in that war were probably surprised to 
find that by virtue of an Act of Parliament they were 
deemed to be bound as contracting parties or as 
tenants or landlords for nearly three years after the 
cessation of hostilities as popularly understood. That 
decision was followed in other cases, but was not 
followed by Mr. Justice McCardie in the case of 
ay Sargon & Co. v. The King (1922, 1 K.B. 599). 
In that case the term “ duration of the war” had 


been used in a contract between ies who were 


conducting a school for training flying Ss ge ‘ 
in 


McCardie, J., considered that he was j 
construing the subject matter of the agreement and 


the whole of its terms and objects together. He held. 


that the ies to that contract could not have 
intended, having to its nature and object, that 
the obligations of the Government should have con- 
tinued to such a stage as that represented by the 
official termination of the war in August, 1921. There 
was a proviso in the Act of 1918 that it should not 
apply to any contract where the context otherwise 
required. McCardie, J., held that the parties were 
contemplating as the duration of the war the sub- 
stantial continuance of active hostilities. Under the 
circumstances he held that the appropriate date for 
that purpose was December 14, 1918, which was the 
date when the armistice was renewed. 

The position to-day is that until an Order or Orders 


_ in Council has or have declared the termination of the 


war with Germany and/or with other States, contracts 
entered into-for the “ duration of the war ”’ are still 
valid in the absence of any clearly defined phrase 
sh that the date of expiry of the contract is 
some date different from that of the official ter- 
mination of the war. 


Validation of Wartime Leases Act, 1944 
As regards landlords and tenants, legislation has 
already made some provision by means of the 
Validation of Wartime Leases Act, 1944, which 
received Royal Assent on August 3, 1944. The Act- 
had been passed in order to overcome the difficulty of 
a Court of Appeal decision that a lease for the duration 
of the war was invalid because the term was neither 
certain nor capable of being rendered certain before 
the lease took effect. By this Act it is enacted that 
Orders in Council may be made declaring, for the pur- 
pose of any lease or tenancy agreement, the date of the 
termination of the war or of hostilities or of any emer- 
gency as respects the war as a whole or the war with par- 
ticular States, and that every lease or tenancy agree- 
ment shall, in the absence of a context requiring other-’ 
wise, or evidence of contrary intention, be construed 
accordingly. The Act also states that cA agreement 
granting a tenancy for the duration of the war shall 
have effect as if granted for a term of ten. years, 
subject to a right exercisable by either party to 
determine the tenancy, if the war ends before the 
expiration of that term, by at least one month’s 


July, 1945 


notice in writing given after the end of the war. 
It also states that the expression “‘ the duration of the 
war” means a period which on the proper con- 
struction of the agreement ends with or within a 
specified time after any of the following events :-— 
(a) The end of the war or hostilities as respects 
all the States with which His Majesty is at 
_ war and all theatres of war. 
(6) The end of the war, etc., as respects any par- 
_ ticular State or any particular theatre of war. 
(c) The end of the emergency mentioned in the 
Emergency Powers (Defence) Act, 1939. 
(@) The end of.the emergency not so defined 
occasioned by the war or hostilities. 
(e) Any event likely to occur on or in connection 
with any of the events aforesaid. 


The War in Europe or the War Generally 

As regards the construction of tenancy agreements, 
the Act provides that where any tenancy agreement 
uses the expression “‘ the war,” or “ hostilities,” or 
“ the emergency,” or any similar expression, yet does 
not indicate whether it refers (a) to the war as 

all the States with which Britain is at war 
and all the theatres of war, or (b) the war or hostilities 
as respects any particular State or States or any 
particular theatre of war, then the expression shall 
be construed as referring to the war or hostilities as 
respects those States with which His Majesty was at 
war at the date when the agreement was made, unless 
it is shown that the parties intended a contrary con- 
struction. The Court by whom any such agreement 
is construed may admit any evidence which may 
throw light on the intention of the parties as to the © 
meaning of the said expression. 

The Act then provides that His Majesty may, by 
Order in Council, declare what date is to be treated 
for the purposes of any tenancy agreement as: 

(a) the date of the end of the war and of hos- 

tilities as respects all the said States and all 
theatres of war ; ° 
(b) the date of the end of the war and of hostilities 
as respects any particular State or States 
theatre of war ; ; 

(c) the date’of any event which occurs, or which 

- the parties consider likely to occur on or in 
connection with the end of such war, hostilities 
or‘emergency and which appears to His Majesty 
to require definition for the purposes of 
tenancy agreements. ; 

Every such agreement shall be construed accordingly, 
unless the context requires, or it is shown by ad- 
missible evidence, that it should be otherwise 
construed. 


A tenancy agreement is defined as any lease or 
other agreement, whether entered into before or 
after the passing of the Act. : 

At the committee stage of the Bill the Attorney- 
General stated that it was impossible to lay down what 
considerations would be taken into account when the 
time arrived for issuing the Orders in Council :con- 
templated by the Act. He indicated, however, that 
the time to suggest an Order or Orders was a date 
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after the cessation of active warfare, but before the 
ratification of peace treaties, or whatever was the 
equivalent in the settlement with our enemies. 

From this it follows that parties to a tenancy 
agreement entered into before the beginning of the 
war with Japan in December, 1941, would be held 
generally to have meant, when they used the ex- 
pression ‘‘ the end of the war”’ or “ the end of hos- 
tilities,” the end of the war in Europe. Although the 
Act in question specifically relates only to leases, etc., 
probably the same considerations would be held to 
apply to contracts other than leases. Whatever 
may be the position, however, as regards which war 
the parties were referring to in their contract (whether 
such wars as were then existing or such wars as might 
supervene during the validity of the contract), at 
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. least one factor 


\ 

emerges, namely: Until such 
time as an Order in il has been made, all such 
contracts still endure because, in law, not only the 
war between Britain and Japan, but also the war 
between Britain and Germany, is still in being, and 
will be legally ended only when the appropriate Order 
‘in Council is made. 

On June 11, 1945, the appropriate Order in Council 
under the Validation of Wartime Leases Act, 1944, 
‘was announced. It declares that May 9, 1945, is the 
official date of the end of the war in Europe for the 
purposes of tenancy agreements which refer to the 
end of the war or hostilities in Europe or with 
Germany or any other European State. It should be 
noted that this Order is strictly limited to tenancy 
agreements. 


The Measurement of Profits 
By BERTRAM NELSON, Incorporated Accountant 
CONTRIBUTED THROUGH THE INCORPORATED ACCOUNTANTS’ RESEARCH COMMITTEE 


The Importance of the Subject 

The subject of measurement of profit seems to 
derive its special importance from three factors : 

1. If management of a business is to take right 
decisions, it is important that it should know what 
the true profits of the business are—the true profits 
unclouded by questions of policy reserves. There 
are good reasons for the belief that the obscurantist 
policy as regards accounts has been carried so far 
that not only shareholders and public, but also 
managements are often completely confused as to 
the real trend of profits, with a result that wrong 
decisions of policy may be taken. Terminology and 
technique are now so vague and so free from guiding 
principle that the profits shown by many concerns 
not infrequently represent the profits which the 
management think it prudent to show, regardless of 
the underlying facts. 

2. Secondly, there are certain common practices 
in the measurement of profits which may have quite 
notable effects in such economic spheres as the trade 
cycle. Economists are fond of pointing out that one 
of the main factors in the early stages of a trade 
depression is the universal tendency of managements 
to write down stocks and to make excessive reserves, 
again without regard to the underlying facts as they 
are at the time of preparing the accounts. The 
result is that managements get so frightened that all 
new capital expenditure is stayed and a trade depres- 
sion becomes inevitable. The accountant on the 
other hand is inclined to urge that a management is 


- entitled to make prudent reserves which will enable 


the business to maintain its fundamental being 
throughout an anticipated trade depression. Both 
views are partially right, but they need harmonising. 
’ 3. Thirdly, there is a tendency for taxation com- 
putations of profits to coincide more and more closely 
with commercial concepts. It is important therefore 
that commercial concepts should be clarified. If, 


for example, stock valuations are being considered, . 


it is important that there should be a common 
practice of valuation if any attempt is to be made to 


persuade the Inland Revenue to allow policy reserves 
on stock as a proper charge against profits. If the 
Inland Revenue is to allow the wri off of fixed 
assets, the principles behind such writing off should 
be considered and understood. 


Fundamental Questions 

There are three fundamental questions : 

(a) When isa profitmade? ~ 

(b) How is the profit (or loss) to be measured ? 

(c) Where is the profit made ? 

When is the Profit Made? 

The difficulties surrounding this subject may be 
illustrated in several ways : 

1. Many economists seem to be in favour of 
valuing stock and work in progress at realisable value. 
During the past few years, there has been a steady 
rise in commodity values generally—a movement 
which has taken place quite irrespective of the 

dence or otherwise of a particular management. 
s it right to take such appreciation into account — 
until it is realised? The adoption of the stock 
valuation method mentioned has the effect of taking 
credit for a profit for the period in which the appre- 
ciation has taken place. Is this the proper manner of 
measuring the true profit of the period or are the 
traditionalists right when they contend that no 
profit is made until realisation has taken place ? 

2. Hire purchase transactions, of all types, 
furnish another problem. Is the profit made at the 
time when the contract is signed .and delivery taken 
by the purchaser ? Or is the profit to be spread over 
the period during which the instalments are being 
paid? Or is the true profit not earned until the 
transaction is completed by the payment of the last 
instalment ? The existing methods of making policy 
reserves do not solve these fundamental problems. 

3. Another illustration may be drawn from indus- 
tries where forward contracts are customary. If a 
contract is made in advance of production, is it right 
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a particularly, anticipated losses), before delivery is 
i actually completed ? | 

eis Certain proposals have been made, ¢.g. : 

vcd The income statement for a defined accounting 
pres period should only bear those charges on a historical 
cost basis which are natural and proper to that 
period. 3 

é: All expenditures should be related to benefits 
s A loss or expense should be charged to revenue 
ay not later than the time when the series of transac- 
2 tions giving rise to it is completed. 

In fact, the accountancy practice has been to take 
iD a profit whenever it can be “ metred,” ie. when an 


4 asset changes its nature as, for example, when stock 
es is converted into a book debt or when a current 
aes asset is converted into cash. Are there any funda- 
y mental principles ? 

a How is the Profit (or Loss) to be Measured ? 


1. It has been suggested that “as a general 
underlying rule income should be measured according 
to either the realisable ‘value of goods sold or services 


rendered—on the basis of cash or its equivalent, 


immediately the sale is completed or the service has 
been rendered.”’ This definition does not, however, 

solve many problems. 
2. The first range of questions relates to the 
writing off of depreciation on fixed assets and de- 
a ferred expenditure. So far, there is little or no 
ue reliable evidence as to the advantages of one par- 
ticular method as against all other available methods. 
The straight-line procedure is popular at present, 
but the arguments are not entirely conclusive. What 


ey are the fundamentals ? 
i: 3. Next come questions relating to the valuation 
A of stock and work in progress—a subject on which 


many views are possible and on which the recent 
statement of the Institute is particularly helpful. 


; 4. It is desirable to test any theories against 
i factors which do arise when there are major changes 
in price levels. Nearly all the existing theories break 
down under this test. 


Where is the Profit Made? 
This is the fundamental question in relation to 
2 the practical use of accounts. Here are some of the 
e problems which arise : ' 
x In which d ts or series of operations is 
ie the profit made and how does that profit compare 
with previous periods and with the profits of com- 
parable businesses ? 

What are the elements of strength and weakness 
in the profit and loss account (particularly as regards 
items which are controllable by the management) ? 

Immediate Steps 
Considerable research (extending over many years) 
will be necessary before answers can be given to all 
these problems, but principles of immediate practical 
importance are emerging : 


to bring into account anticipated profits (or, more . 
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1. Firstly, it has become recognised that there is 
need for an unambiguous accountancy terminology 
and for a clarification of accounting statements. 
It is inevitable that for many years to come a variety 
of methods should be used in relation to the problems 
mentioned above, and during this process of tran- 
sition it is important.that the accounts should show 
precisely which method is being used. It is in this 


field that the work of the Research Committee on 


The Design of Accounts and of the Taxation and 
Financial Relations Committee of the Institute has 
had special value. ; 

2. Secondly, there is growing unanimity on the 
point that accountancy adjustments based on policy 
should be separated from accountancy adjustments 
based on principle. If, for example, a management 
decides that it is prudent to write down stock in 
anticipation of a fall in prices, the resultant provision 
should be shown separately (at any rate for internal 
purposes). The management should know what the 
true profit of a particular financial period is, on the 
basis of a consistent stock valuation method: the 
policy reserve should be calculated separately and 
shown separately. 

3. Thirdly, there has in the past been a conflict 
between “the profit and loss concept”’ and “ the 
balance sheet concept.’ In the profit and loss 
account, there has been some attempt to show the 
true profit for a period, but in the balance sheet the 
accent has been on a conservative statement of the 

sition, based on historic cost. The compromise 

tween these two viewpoints has been unhappy : 
for example, in valuing stock, the tendency has been 
to start from the balance sheet concept (a conserva- 
tive figure based on historic cost) with a result that 
the profit and loss account has not shown the true 
profit for the period. The remedy may be to introduce 
a third fundamental account, between the profit 
and loss account and the balance sheet, in which will 
be shown such items as the following : 
Policy Reserveson Stock. Balance brought down 


Policy Reserves for Bad for Profit and Loss 
Debts (i.e. not relat- Account (true profit 


ing to specific Debts). for the period). 
General Obsolescence Re- Credits not relating to 

serves. the trading operations 
Provision for cost of re- of the period under 

placing assets (¢.g. review. 

where cost of replace- 

ment has risen as com- 

pared with original 

cost of present plant). 


Other Provisions re- 

lating to anticipated 

_ future conditions. | 
4. For balance sheet purposes, the basis of 
historic cost is established and there seems to be 
little or no support for the view that the balance sheet 
should in any way be an attempted valuation of the 
business on a going concern basis. Such a valuation 
is an impossibility in practice and it is unnecessary 
if the true profit is shown and if terminology is 

unambiguous. 
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Institute of Municipal Treasurers and 
Accountants 


Sixtieth Annual Meeting and Conference 


The sixtieth annual and conference of the 
Institute of Municipal Treasurers and Accountants was 
held at Guildhall, City of London, on June 21 and 22. 

The opening function was a reception of delegates 
the President and Council at St. Marylebone Town 
on the evening of June 20. 

The annual general meeting of members of the 
Institute on the morning of June 21 was followed by an 
official welcome to delegates by the Right H6n. the Lord 
Mayor of London, Sir Frank Alexander. 

Luncheon 

At the conclusion of the opening session; a luncheon 
was given at the Connaught Rooms. Mr. R. W.E. Bunn, 
F.S.A.A., F.I.M.T.A., the President, took the chair, and 
the Lord Mayor and the Sheriffs and other guests were 


entertained. 
The Annual Report 

Discussion took place on the report of the Council, 
which recorded a year of great activity: a year of 
transition and of preparation for the resumption by 
local authorities of their peace-time duties and for the 
assumption of the great extensions of services to be 
entrusted to them. The Council submitted observa- 
tions to the Treasury on the scheme now embodied in the 
Local Authorities Loans Act, 1945. The Council felt 


that it would be beneficial during the difficult transition 


years, but that it should not be made permanent. 

Consideration had been given and advice issued on 
financial problems arising from the Education Act, 1944, 
the Housing (Temporary Accommodation) Act, 1944, 
and the Town and Country Planning Act, 1944. The 
Council considered that the relations between central 
and local finance should be critically examined by an 
independent authority, in view of the heavy additional 
burdens to be placed on local authorities by the various 
schemes of social service extension and post-war 

development. Many important taxation matters had 
been discussed with the Board of Inland Revenue. 

Research had been undertaken on housing finance 
and management, insurance and insurance funds, rating 
and valuation, and de-rating. 

The sixtieth anniversary would fall in the autumn of 
1945. The Council were considering how best to mark 
the occasion. 

The membership on April 30, 1945, comprised 362 
Honorary Members, 333 Fellows, 892 Associates, and 


1,028 students. 
President’s Address 
The President, Mr. R. W. E. Bunn, F.S.A.A., 
F.1.M.T.A., Borough Treasurer of Brighton, spoke of the 
immense arrears of miaintenance work confronting local 
authorities, in addition to the many urg@ént works of 


extension and improvement. The y excellent 
White Papers recently issued led ther} to wonder 
whether future rate income would be ad te to meet 
the demands upon it. It seemed likely rates would 


rise to about 40 per cent. more than the 1939-40 level. 
The small-income class could hardly be expected to 
meet this increase, and before the ratepayers were called 
on to do so, there was a strong claim for increased 
Government grants. 

A successful outcome of the Government roagp A of full 
employment would be of great assistance local 


authorities. Further information was desirable on the 
extent of State help which would be available to enable 
them to regulate their capital expenditure in accordance 
with the principles contained in the White Paper. 

The Institute had remitted to a panel of research 


‘workers the question of financial adjustments on 


alteration of local authority boundaries. 

Earnest and sympathetic attention would be given to 
the rehabilitation of men and women who would return 
to local government service from H.M. Forces. Their 
needs would include an up-to-date library, classes or 
correspondence courses and allowance of time for study, 
interchange and transfer of staff to give wider experience, 
and payment of fees and fares. 


The Chancellor of the Exchequer 


The Right Hon. Sir John Anderson, P.C., Chancellor 
of the Exchequer, then addressed the delegates. He 
welcomed the opportunity of addressing the I.M.T.A. 
Conference, particularly at a time which was indeed— 
as their own annual report said—one of transition. 
It was a time full of pitfalls and difficulties, and yet 
full of promise that out of the upheavals of war we could 
produce a better life for the people than they had 
enjoyed before. 

Fears had been expressed some little time ago that 
the Government was impairing the strength of local 
government by transferring functions to the centre. 
He hoped those fears had already been set at rest. The 
Regional Commissioners had served their purpose well 
and had disappeared. There had been some transfers 
of poor law services from local to central administration. 
Apart from these, which he thought had commanded 
general approval, there had been only minor transfers 
of functions in the last ten years, and so far as he could 
predict the future, there was not likely to be any policy 
of centralising essentially local services. The ayes 
Government were certainly strongly opposed to any 
such course. 

The sphere of local government authorities was, 
therefore, likely to widen in scope and their importance 
to increase with the operation of post-war reforms. 
Education, housing, highways, and the national health 
service would make heavier demands and bring new 
and greater problems. Town and country planning had 
a new significance, particularly for the blitzed cities. 
But the local government machinery, despite the loss 
to H.M. Forces of 40,000 of its trained and experienced 

, had accomplished tasks of difficulty and 


novelty, and contributed in no small measure to the 


successful running of the machine of government during 


the difficult years of war. He was sure it would be fully — 


equal to the demands of returning peace. 

The White Paper of last year on Employment Policy 
covered a wide range of policy in which Government 
Departments, local authorities, statutory and private 

and the ordinary citizen all had their 

. The capital expenditure of local authorities in 
the past had tended to follow the same trend as private 
capital iture, in times of slump and rising 
in times of boom. This was unfortunate. For the 
future, they must at least maintain stability in the field 
of public investment. If possible, they must go further 


and so steer public investment that it would compensate 
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fér the ups and downs of private investment, which 
might be more difficult to control. He hoped very soon 
to open discussions with representatives of local 
authorities with a view to realistic forward planning of 
capital works. The policy was not entirely new: the 
Ministry of Health had asked local authorities in 1938 
for a return of capital works proposed to be carried out 
within five years, but the policy was then cut short by 
the growing threat of war. 

The full implementation of this policy ‘was not a 
matter of the immediate future. For some years 
demands would be such that the problem would be to 
decide which things should come first and which should 
wait. But it was essential to draw up programmes, and 
to make an early start. Not merely would the Govern- 
ment want to see programmes of the local activities as 
a whole, but each authority would also need its own 
programme in order to consider in what order to tackle 
the many tasks ahead. . 

He was sure that the Government could count on the 
co-operation of local authorities. 

Possibly some local government statistics could be 
made to give a more speedy and up-to-date picture than 
at present of the way things were going. One of the 
outstanding requirements for a policy of full employment 
was to see what was going to happen, or at least to know 
what was happening the moment it started. For this 
purpose, statistics need not be correct to the last figure, 
or wait for the return from the slowest authority. It 
might be possible to make a representative selection of 
authorities whose experiences would be a reasonably 
accurate guide to the general position. 

The Local Authorities Loans Act was negative in 
form, as it imposed temporary restrictions on the 
exercise of borrowing powers. In practice, arrangements 
were being made to ensure to local authorities cheap 
and ready capital finance—a notable measure of positive 
assistance in their post-war tasks of reconstruction and 
development. 

Government assistance to local authorities after the 
war must be concentrated as far as possible on cases 
where it was really needed. For the time being, only 
interim arrangements could be made, but discussions 
with local authorities would proceed to determine the 
shape of the more permanent settlement which the 
Government desired as soon as reasonable stability was 
attained. 


- Physical and Social Reconstruction 

The Right Hon. Lord Latham, F.L.A.A., J.P., gave 
a paper entitled ‘‘Some Reflections upon Physical and 
Social Reconstruction.”” He spoke of the need for co- 
ordination of planning under guidance from the central 
Government. It was clear that the doctrine of laisser- 
faire had ceased to be a dominant factor in our national 
and social economy. 

In the big towns there were large areas affected by 
war damage and obsolescence. Local authorities would 
be wise not to buy these sites unless they were included 
in redevelopment programmes of .the first ten years or 
less. To do so would lead to pressure for immediate 
action on them. It would be better to defer purchase 
until the time arrived for redevelopment of the neigh- 
bourhood, and in the meantime to let private develop- 
ments proceed, so long as they were not entirely out of 
harmony with the general conception. 

It would fall to private enterprise to implement many 
of the proposals, such as those in the County of London 
Plan, when they were eventually endorsed by the 
County Council. Yet the task before the Council was 
immense. It was a common mistake to imagine that 
the whole of any bold constructive scheme was intended 
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over possibly fifty years. It might be necessary to 
displace from the L.C.C. area upwards of half a million 


people. Any large-scale shifting of population and 
industry created problems of redundant services and 
reduced rateable value. The Government must ensure, 
as a corollary to any redistribution of industry, that the 
reduced populations of formerly congested areas were 
not expected to continue to shoulder their old-time 
financial burdens unaided. The social problems of a 
congested community could not be solved by any process 
which would convert it into a new depressed area. 

Physical reconstruction must take its place among 
many competitors for a share in the national income, 
and its chances must depend upon the extent to whic! 
it could be demonstrated to serve the national interests 
as well as being a good social investment. 

The proportion of the nation’s resources devoted to 
capital purposes in the ‘thirties was much too low. 
British industry now had big reserves on the books for 
replacements and new developments, and for six years’ 
arrears of maintenance ; but there was no corresponding 
accumulated reserve of man-power and materials, -and 
only the current supplies of these could be counted on. 
We must realise that strict but equitably adjusted limits 
on supplies of consumption goods.would probably be 
the biggest factor in securing a sufficient share of man- 
power and materials for our desired Utopias. 

Finance was likely to be a crucial problem for loca! 
authorities. There was a danger that they would look 
askance at their imposing schemes for redevelopment 
unless they received Government assurances of a very 
large scale of financial help as well as priorities of man- 
power and supplies. 

Lord Latham suggested that the Government should 
buy all lands required by local authorities in future for 
approved statutory purposes, and lease them to the 
authorities at rents related to the purposes for which 
they were to be used. Losses thus borne by the State 
would tend to be recouped from the areas of resettlement 
through the proposed central compensation and better- 


ment fund. 
The New Président 

Mr. Robert Sutcliffe, F.S.A.A., F.I.M.T.A., Borough 
Treasurer, Middlesbrough, took the chair as President 
of the Institute of Municipal Treasurers and Accoun- 
tants after fdrmal investiture. 

A Past-President’s badge and certificate were pre- 
sented to the retiring President, Mr. R. W. E. Bunn, to 
whom a hearty vote of thanks was accorded. 


Publication 


Income Tax for H.M. Forces and Demobilised 
Personnel. By Captain G. B. Burr. 1944-45 
Edition. (Jordan and Sons, Ltd., London. Price 
2s. net.) . 


It used to be said in 1941 thok inniupe ton wen enhet 
the two possible subjects for discussion in every officers’ 
mess. This little book thorougkly deserves the welcome 
which it has received. 

It is lucidly written for the benefit of the Service 
“taxpayer, and contains all that he needs to guide him 
in his taxation affairs, including particulars of the 
relevant -concessions. 

The book’s chief value to the practising accountant 
lies in the detailed summary showing which of the sums 
received by members of each of the three Services are 
assessable to income tax, and which are not. 


to be carried out simultaneously. The County of London 
_ Plan was intended to be carried out in stages, extending 
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TAXATION 


As was foreseen, it was necessary to introduce a 
shortened Finance Bill, and this passed the House 
unaltered. The important provisions omitted are to 
form the basis of a new Bill in the Autumn. Only the 
provisions essential to the ordinary financial affairs 
through the summer months have therefore become law, 
Among the deferred legislation are the clauses required 
to sanction the double taxation agreement with the 
US Ae. 


The provisions passed are as follows : 

(a) The re-imposition of income tax at 10s. in the 
and sur-tax at the rates familiar since 1 . 
It is to be noted that the basic figure at which 
sur-tax starts is still £2,000, Had this re-imposition 
not been before the Dissolution, chaos 
would have resulted, as the Provisional Collection 
of Taxes Act would not have saved the Treasury 
from being without income tax. 

(b) The re-imposition of the hops duty which has 
been renewed every four years since 1925. 

(c) The amended minimum. standard for E.P.T. 
which we mention below. e 

(d) An amendment as respects purchase tax to make 
a general provision for the inclusion of any 
utility marks the use of which the Board of Trade 
have power to regulate. 

(e) Fixing the National Debt charge at £465 million. 

Only 1929 can rival this Act in its brevity. It isa 

temporary expedient which will be remedied before the 
year is out. 


E.P.T. 
As from April 1, 1945, whenever the standard profits 


_of a business do not exceed £12,000, they are to be 


increased by one-tenth of the amount by which they fall 
short of that amount. If the chargeable accounting 
period is less than one year, the £12, 000 is proportion- 
ately reduced. 

In the case of a group of companies, the increase 
applies only, of course, to the principal company, and 
to the group standard profits. 

Any deficiency that arises solely as a result of this 
increase can be carried forward, but is not available 
against past excess profits. 

The £12,000 limit is, of course “‘ borrowed” from 
N.D.C. 

(a) The minimum standard is now : 


From April 1, 1939, to March 31, 1944 ... £1,000 
From April 1, 1944, to March 31, 1945 ... £2,000 
From April 1, 1945, £2,000 plus a 
(£12, 000—£2, 000 od ee £3,000 
(6) The working proprietor stenbni is now: 
1W.P. 2W.P.s 
From £ £ 
April 1, 1939, to Mar. 31, 1944 1,500 3,000 
April 1, 1944, to Mar. 31, 1945 2,500 4,000 
April 1, 1945... oe oe 3,450 4,800 
3WPs 4 W.P.s 
or more 
April 1, 1939, to Mar. 31, 1944 4,500° 6,000 
April 1, 1944, to Mar. 31, 1945 6,000 8,000 
ve oes 6,600 


April 1, 1945 ...* 
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Plus any addition agreed upon by the C.I.R. (not 
exceeding £1,000 per working proprietor up to four in 
number), in respect of the size of the business and its 
nature. 

The effect is a little curious here, in that there is no 
longer the full former difference between the different 
numbers of working proprietors. Two working pro- 
prietors get a standard {1,350 more than one, not 
£1,500 ; three get £1,800, not £2,000, more than two, 
and so on. This is, of course, due to the one-tenth 
abatement. 

(c) Any other profits standard (including adjustments 
for increase or decrease in capital employed) : 

To the full standard as formerly computed, add one- 
tenth of the amount by which it falls short of £12,000, e.g. 


£ £ £ 
Standard Profits 4,500 7,000 9,000 
Addition ...... 750 500 300 
Amended Standard... £5,250 £7,500 £9,300 
Standard Profits 10,500 11,000 13,000 
| ii ft 150 100 Nil 
Amended Standard... £10,650 £11,100 £13,000 


Taxation Notes 


Valuation of Stock in Trade 

Referring to the note in the December, 1944, issue, 
we are now informed by the Public Relations Officer 
that ‘‘ the Board of Inland Revenue do not accept the 
view that a trader is entitled, for the purpose of com- 
puting his profits for taxation purposes, to value at 
market value such items of his trading stock as he may 
select, and to value the remaining items at cost ; nor do 
they accept the implication that that is the general 


' commercial practice.” 


It will be seen that this is directly opposed to the 
previous information, on which we hope to learn more. 
In the meantime, we would ask our readers to give us 
their views (not for publication individually) as to 
their experience, #.e., to answer this question: ‘‘ Do 
your clients generally value stock at the lower of total 


. cost or total market value, or at the lower value for 


each item or group of items ? ”’ 

This may be a point of great importance in the next 
few years, and the co-operation of accountants will 
materially assist in clarifying the position. We fear 
official modification of the established and sound 
practice of the commercial world. 

The question of a reserve for obsolete or semi-obsolete 
stock is an entirely separate one. What we are question- 
ing is a proposal that in effect sets off an unrealised 

tion against actual depreciation of stock, as 
is provided by the agreement between the Revenue and 
the National Farmers’ Union, with which many farmers 
do not agree. 
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Recent Tax Cases 


By W. B. COWCHER, O.B.E., B.Litt., Barrister-at-Law 


Schedule A—Maintenance, repairs, insurance and manage- 
ment—Claims for repayment in vespect of excess cost— 
Land managed as one estate—Company owning many 
house properties in Glasgow and neighbourhood—Manage- 
ment of company’s properties divided amongst different 
factors, but same factor administering house properties 
widely separated or two factors managing separate pro- 
perties in same street—Whether all the houses managed by 
same factor should be unit of claim—Income Tax Act, 
- 1918, Schedule A, No. V, Rule 8 (4). 

In Scottish Heritable Trust, Ltd. v. C.I.R. (Court of 
Session, February 28, 1945, T.R. 97), a small but some- 
what important point came up for consideration. The 
appellant had been in the habit of taking as the unit 
of its claim all the houses, usually consisting of groups 
of tenements or blocks of flats, comprised in one 
Schedule A assessment. The Revenue had accepted 
this in the past, but now claimed to take as the unit 
all the properties managed by the same factor. The 
General Commissioners’ decision in favour of the 
Revenue was unanimously reversed. Lord Carmont 
considered that the factors collecting the rents of 
buildings on land were not really managing Jand at all 
within Rule 8 (4) and even if they were it was almost 

‘ absurd to say that lands so widely separated were 
managed as a single estate. 

The Court gave no guidance as to what was the 
appropriate unit to be adopted in the circumstances 
of the case. 


Schedule E—Deductions—Percentage fee paid to employ- 
ment agency—Whether an expense incurred ‘‘ wholly, 
exclusively, and necessarily in the performance of the 
said duties °—Income Tax Act, 1918, Schedule E, Rule 9. 


In Shortt v. McIigorm (K.B.D. January 22, 1945, 
T.R. 67), the Commissioners had found that the admis- 
sibility or otherwise of the expense was governed by 
Rule 9—presumably the appellant had argued that the 
£30 paid was a deduction in arriving at his gross emolu- 
ments—and that it did not comply with the conditions 
there laid down. Wrottesley, J., affirmed their 
decision. * 


Income Tax—Bequest of right of occupation—Trustees to 
pay outgoings—Payments out of capital—Whether pay- 
ments are income of beneficiary—Payments prior to 
ascertainment of vesidue—Whether income—General Rule 
21, Income Tax Act, 1918—Finance Act, 1927, Section 26 
—Finance Act, 1938, Section 30. 


In Cunard’s Trustees v. C.I.R. and McPheeters v. 


C.I.R. (K.B.D.,; April 16, 1945, T.R. 119), the late Mrs. 
Florence Cunard had by her will devised her residence 
to her trustees upon trust to permit her sister, the 
appellant in the second case, to continue to live there 
free of rent, the trustees to keep the place in good repair 
and fully insured and to pay all outgoings. These 
expenses were to be a charge on the income of the 
residue of testator’s estate and the balance of the 
residuary income was to be applied for the benefit of the 
sister. If the income of the residue was insufficient to 
maintain the sister in the same degree of comfort as 
when living with testator then the trustees were em- 


powered to apply capital for the purpose. After the 
death of Miss McPheeters the ultimate residue was to 
go to the Queen’s Institute of District Nursing. Mrs. 
Cunard died on January 24, 1935, In the year 1938-39, 
£2,049 and in 1939-40, £1,900 were paid out of capital 
and these sums, grossed, were assessed under Rule 21 
upon the trustees. The Special Commissioners had 
confirmed the assessments. 

The residue of Mrs. Cunard’s estate was not ascer- 
tained until February 7, 1940. The trustees had ad- 
mitted liability on amounts paid out of capital between 
that date and April 5, 1940, but denied liability for 
1938-39 and from April 6, 1939, to February 7, 1940. 
The admissions were made by reason of earlier decisions, 
Brodie’s Trustees v. C.I.R. (1933, 17 T.C. 432), and 
Lindus and Hortin v. C.I.R. (1933, 17 T.C. 442); but 
it' was sought to distinguish the payments made prior 
to the ascertainment of the residue. Macnaghten, J., 
held that there was no distinction. It was further con- 
tended that these payments were covered by the case 
of Corbett v. C.I-R. (1937, 21 T.C. 449), and the judge 
agreed that they were. As against this it was contended 
that Section 30 of ‘Finance Act, 1938, enacted following 
the Corbett case, applied and that the sums in question 
were paid ‘‘in respect of’? Miss McPheeter’s limited 
interest, i.e., her life interest in the estate. The Special! 
Commissioners had accepted this argument but Mac- 
naghten, J., rejected it, saying that in his opinion “ in 
respect of ’’ as used in sub-section (2) of Section 30 was 
the same as “ on account of ’’ and sums paid by way of 
addition to income bequeathed could not be said to be 
paid “in respect of’ that income. As a consequence, 
tax fell to be discharged for the periods prior to 
February 7, 1940. The second case, a surtax appeal by 


_ Miss McPheeters, necessarily followed the first one. 


Income Tax—Morigage of a veversion—Under deeds 
mortgagee given option to capitalise interest in arreay 21 
days—No interest paid after 1906—Death of life tenani 
in 1938—Death of mortgagee in 1933—In 1935 and 
1938 trustees of mortgagee capitalise all interest covered 
by option—In deeds not specified whether interest to be 
capitalised gross or net—Compytation of total amount due 
to mortgagee based on net interest—Whether interest 
assessable under Rule 21 of General Rules for year 
in which mortgagee’s claim discharged. 

C.I.R. v. Oswald (Cosier’s Settlement Trustees) (House 
of Lords, April 19, 1945, T.R. 123) was noted in our 
issues of March and July, 1944 ; and the present writer 
therein drew attention to the impossibility of reconciling 
the Russell judgment in In ve Jauncey (1926, 1 Ch. 471) 
approved by the House of Lords in Paton v. C.I.R. 
(1938, A.C.341, 21 T.C. 626) with the decision of the 
Court of Appeal in Lawrence Graham & Co. (1937, 
2 K.B. 179, 21 T.C. 158). In.the last-mentioned case 
the Court of Appeal had held that where interest was 
capitalised there was payment ; and in the present case 
it had refused to recognise that it had, in effect, 
been overruled by Paton. The House of Lords has 
unanimously overruled the Lawrence Graham decision, 
although Lords Porter and Simonds did not find it 
necessary to give a final decision upon the point whether 
capitalisation should be gross or net. There is some- 
thing to be said for the view that ‘in the final account 
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the computation should be made by adding to capital 
at each capitalisation the gross interest less the rate of 
tax ultimately paid under Rule 21. Upon the whole, 
the judgments would seem to be in favour of the 
capitalisation of gross interest. The Revenue had paid 
all the expenses of the case and in view of the magnitude 
of the issue has undoubtedly got full value for its money. 
It would seem, however, necessary for it to take another 
case in order to decide the second point unless, seeing 
that the case was remitted to the Special Commissioners 
to adjust the liability in accordance with the House of 
Lords’ decision, they find—as well they may—that they 
cannot do this without a definite decision upon the 
second point. A very large number of cases are affected 
and a final settlement of the problem is most desirable. 


Schedule D—Business Premises Five-watching Order— 
Five-watching schemes organised by air raid wardens at 
posts under control of a district warden—Carried out in 
wardens’ spare time—Receipts and divided— 
Sums alleged to have been paid to the district warden to 
prevent his interference—Commissioners find payments 
proved—Whether assessments on appellant for “ fire- 
watching ’’ good in law. 

In Eagles v. Rose (K.B.D., April 11, 1945, T.R. 111), 


The Month 


The immediate effect of the decision to hold the 
general election at the beginning of July was a sharp 
fall in industrial share prices. This nervousness did 
not, however, last long. The subsequent recovery was 
quite considerable, but it was succeeded by a period of 
much reduced business and few important price changes. 
The investor’s reaction to the political uncertainty has, 
in fact, been to do less business, but so far prices have 
not been allowed to fail far without producing fresh 
buying. Gilt-edged have, on the whole, been less 
susceptible to political shocks. This has been partly 
because both parties are equally committed to the main- 
tenance of cheap money, and partly because of the 
introduction of a new series of National War Bonds. 
In spite of the fact that the Savings Campaign has now 
been postponed until the autumn, when both‘ the 
general election and the holiday season avill be over, it 
has been thought desirable to replace Exchequer bonds 
by another “‘ tap’ issue. Exchequer bonds, which have 
been on “‘ tap” for six months and have brought in 
over £300 million, have never been really popular, and 
it is believed that a considerable proportion of the sub- 
scriptions to the issue have come from Government 
Departments. In support of the belief that the bonds 
do not find favour with the investing public, it is interest- 
ing to note that they were quoted at a discount when 
dealings began in the market. The National War Bonds 
now on “ tap ”’ in their place follow the familiar pattern, 
and although the terms are slightly more in favour of 
the borrower, they fit appropriately into the existing 
structure of interest rates. Bearing interest at the 
usual rate of 2} per cent., they are dated 1954-56, and 
their maximum life of 11 years 2 months is some eight 
months longer than that of the preceding National War 
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; Bond issue. 


_ A movement in prices which can be partly, but not 
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a very unsavoury state of affairs was revealed, as will 
be seen when the Commissioners’ case is printed. The 
assessments appealed against were £200 for 1940-41 and 
£1,250 for 1941-42 and, seeing that the respondent 
denied receiving anything and exact information was 
lacking, were estimated amounts. In his judgment, 
Macnaghten, J., said that the General Commissioners 
had apparently taken the view that the respondent 
could not be taxed because he had done no fire-watching 
himself although he had rendered services in approving 
fire-watching schemes and in permitting them to be 
carried out by the wardens. This, however, is scarcely 
an adequate representation of the position revealed by 
the case. The real question was whether amounts 
found to have been paid to the district warden, not for 
assisting in the work of fire-watching but to prevent his 
stopping it, payments which were described by the 
witnesses either as bribes or blackmail, could be said 
to be for “ fire-watching.’”” Assuming the Commis- 
sioners’ decision on the facts to have been correct, little 

pathy is called for. There was an interesting point 
to be decided ; but, in view of Rose’s denials, his counsel 
could scarcely develop it. A request to send the case 
back for ascertainment of figures was refused in view of 
Section 137 (4) of the Income Tax Act, 1918. 


in the City 


dollar securities. It would be intelligible if fears of a 
Labour victory increased the attraction of holding trans- 
Atlantic stocks, and this feeling may have played a 
part in increasing the demand. At the same time, 
however, there have been reports of a possible increase 
in the value of the Canadian dollar in terms of sterling 
and U.S. dollars. There would be considerable justifica- 
tion for such an adjustment on economic grounds, and 
although there is no indication that any alteration in 
exchange rates is imminent, the possibility has been 
sufficient to cause a marked rise in such stocks as 
Canadian Pacific and Brazilian Traction, whose dividends 


_ are payable in Canadian dollars. 


Higher Gold Price 

The decision of the British Treasury to raise its buying 
price for gold from 168s. to 172s. 3d. per fine ounce has 
no repercussions on exchange rates. It merely represents 
the bringing of the British price up to an approximate 
parity with the American prices on the basis of the 
current exchange rate. The American Treasury buys 
gold at $35, or 173s. 8d. per fine ounce, and the dis- 
crepancy between this and the previous British price of 
168s. has been due to the heavy war-time cost of shipping 
and insurance for gold delivered to New York. With the 
end of the European war these costs have now declined, 
and the British Treasury is therefore passing on the 


‘ benefit of the price obtainable in New York. The new 


price of 172s. 3d. is paid for gold delivered anywhere in 
the sterling area. In the case of South African gold 
producers, it does not appear that a very large proportion 
of the higher price will reach shareholders in the form 
of higher dividends. _ The greater part of the additional 
revenue will go to the South African Government in 
taxation and share of profits. In addition, an in- 


crease in native wages previously met from the gold 
realisation charge will now have to be borne by pro- 
ducers. Thus although the change is helpful, it has 
not led to anything approaching a boom in Kaffirs. 
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Points from Published Accounts 


Edmundsons Electricity 

Edmundsons Electricity Corporation is one of the 
companies which were affected by the ban on the issue 
of accounts by public utility undertakings. With the 
withdrawal of the official restrictions the directors have 
presented a very complete picture of the group’s ex- 
perience during the war yéars. The parent company 
ends its year at March 31, and the directors’ report 
incorporates a net profit statement for each of the past 
five years. There follows a schedule of investments in 
subsidiary companies and a page of statistical data 
giving vital operating information for the group as a 
_whole for each of the calendar years from 1938 to 1944. 
Then, in addition.to the accounts of the corporation 
itself for 1944-45, there are consolidated accounts giving 
separate statements for each of the years from 1939 to 
1944. Nothing more complete than this could very 
well be imagined, and the information provided is of 
great interest. It reveals, for instance, that turnover 
has risen from 1,030 million units in 1938 to 3,411 million 
units in 1944. During the same period the average cost 
of coal rose from 20s. 10d. per ton to 37s. per ton, but the 
average price per unit sold .was nevertheless brought 
down from 1.27d. to 1.08d. Here is ammunition for 
those who contend that detailed analysis of operating 
results should accompany the usual financial particulars 
and thus enable outsiders, as well as shareholders, to 
judge of the efficiency of individual undertakings. The 
consolidated profit statement shows that revenue 


expanded from (4,965,436 in 1939 to £11,358,823 in 1944. - 


The tax charge rose during this time from £95,332 to 
£1,076,612, but there was a gain in consolidated net 
profit from £656,418 to £758,553. The latter figure is 
reduced to £535,155, representing the net profit of the 
parent company, by deducting a total of £223,402 
applied by the subsidiaries in writing down fixed or 
intangjble assets or adding to general reserve and carry- 
forwards. Incidentally these retentions of {£223,402 
compare with gross dividend requirements of £405,000 
on the ordinary stock, which has received a 6 per cent. 
payment in each of the war years. One merit which the 
accounts have is in demonstrating the substantial cover 
for this distribution; but the point would emerge 
even more plainly were the company to follow the 
practice of deducting dividend reyuirements at their net 
amount. : 


Smith’s Potato Crisps ? 

The increasing tendency to group balance sheet items 
in logical order has some drawbacks in the absence of any 
widespread agreement as to classification. The balance 
sheet of Smith’s Potato Crisps serves as excellent illus- 
tration of this point. Except for the fact that taxation 
and contingencies reserves are grouped with sundry 
creditors in an omnibus item of £161,346, this balance 
sheet is a sound document. But for some reason invest- 
ments of £127,250 in British Government securities and 
small holdings of the ordinary stock of Gas Light and 
Coke Company and the 4 per cent. debentures of Smith’s 
Potato Estates are not included under the heading of 
current assets. The company’s statement confines 
these assets to stocks, debtors, amount owing by sub- 
sidiary, tax reserve certificates and cash. The last two 
items amount to £145,461, but to assess the company’s 
quick resources it is clearly necessary to add to this 
figure the British Government securities and the Gas 
Light and Coke ordinary stock, making a total of 


£277,586. Whether the debenture stock of the sub- 
sidiary, which enjoys a market quotation, should be 
similarly treated is, perhaps, a matter for argument. 
The current liabilities, including the undisclosed con- 
tingency reserve already mentioned, amount to £219,773, 
and if the shareholder compares this with the official 
total of £264,598 for current assets he will obtain only a 
partial idea of the strength of the company’s financial 
position. In fact the current liabilities of £219,773 
ought to be related to current assets of £396,723, a 
figure which includes the investments already discussed. 
The net trading profit of the year is shown at £119,897. 
This marks a considerable fall from the previous level of 
£165,995, but the net result actually comes out a litile 
better because of a reduction in the tax provision from 
£81,847 to £30,930. This is described as ‘‘ provision 
for income tax 1945-46, less Excess Profits Tax recover- 
able.”’ It is a pity that the amount of the E.P.T. credit 
is not stated. 


Textile Machinery Accounts 


Two companies whose fortunes depend largely upon 
the prosperity of Textile Machinery Fae ay Ltd, 
publish accounts which in the circumstances can only 
be regarded as uninformative. With Howard and 
Bullough (Securities) the shares in the operating com- 

y are shown at £1,567,015; they are valued at the 
book value of assets transferred in exchange and the 
cost of additional shares purchased, and a balance sheet 
note intimates that the value of the shares cannot be 
assessed but is less than the amount stated. Platt 
Brothers & Company (Holdings) holds its interest in the 
operating company through a-wholly-owned subsidiary, 
Werneth Investment Trust, and the shares in this 
concern are brought into account at {2,300,764. The 
narrative shows that they are “‘ taken at the book value 
of the Textile Machinery Makers, Ltd., and other shares 
transferred in exchange and cash paid for other shares 

uired less amount written off under Scheme of 
Arrangement at March 7, 1938.”" Neither of the holding 
companies includes in its statement the accounts of the 
operating concern, and neither gives any indication of 
the asset values supporting the book valuations or the 
profits earned by’ the operating company. The chair-~ 
man of Howard & Bullough (Securities) does, however, 
intimate that a decline in net profit is due mainly to a 
conversion scheme of Textile Machinery Makers—half 
of the 6 per cent. non-cumulative preference capital was 
converted into 5 per cent. cumulative stock and the 
other half to ordinary stock—which had the effect that 
in 1943-44 the income from the stock of that company 
was more than one year’s dividend. Incidentally this 
point was not made when the 1943-44 statement was 
mted. Another cause for criticism is that the- 
profit of Platt Brothers & Company (Holdings) includes 


exceptional income the amount of which is not disclosed. - 


Subject to directors’ fees of £5,000 and net debenture 


’ interest of £10,325 there is a surplus*of £113,382 des- 


cribed as “ balance including income from investments 
and income tax recoverable and including realisation 
of securities received in respect of debts written off and 
after charging all expenses of working and management.” 
The exceptional items might with advantage have been 
segregated; and, at the least, both of the holding 
companies might state how many shares they hold in the 
operating concern and the amount of the revenue 
derived from them. 
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EXECUTORSHIP LAW AND TRUSTS 
Settled Land Act, 1925—Power of court to appoint 
judicial trustee. 

In Re Marshall's Will Trusts (1945, 1 All E.R. 550), 
Cohen, J., was asked to appoint the official solicitor as 
sole judicial trustee of the will of the testator and also 
as sole judicial trustee for the purposes of the Settled 
Land Act, 1925, of the freehold and leasehold properties 
comprised in the testator’s estate. He held that the 
court had power to make the appointment. It was 
provided by the Judicial Trustees Act, 1896, that the 
court might appoint a judicial trustee to act either 
jointly with any other person or as sole trustee. That 
Act contained no definition of ‘‘ trust,’ therefore the 
word must be given its ordinary meaning. In Underhill 
on Trusts, a ‘‘ trust’ is defined as an equitable obliga- 
tion, binding a person (called a “ trustee ’’) to deal with 
property over which he has control (called the ‘‘ trust 
property ’’) for the benefit of persons (called the “‘ bene- 
ficiaries’’ or “‘ cestuis que trust”), of whom he may 
himself be one, and any one of whom may enforce the 
obligation. Cohen, J., said that Settled Land Act 
trustees were trustees of a trust within that definition. 

By his will made in 1912, the testator appointed two 
executors and trustees; they were to hold the residue 
of the estate on certain trusts and, subject thereto, to 
hold the residue on trust for certain charities. The 
testator died in 1913. Both executors had since died, 
and the personal representative of the last surviving 
executor had been asked to appoint new trustees of the 
will, but had neglected to do so. Cohen, J., said that 
in this case the land was not vested in Settled Land 
Act trustees ; however, capital money must be paid to 
them and they held the investments representing 
capital money in trust for the persons entitled under the 
settlement. They had other definite duties and powers. 
Under the will there was no tenant for life, so that under 
the Settled Land Act, 1925, the trustees had the powers 
of a tenant for life. This was a proper case for the 
appointment of the official solicitor as trustee. It was 
right that he should be a judicial trustee of the settle- 
ment for the purposes of the Settled Land Act. The 
way to achieve that result was to appoint him to be a 
trustee, for the purposes of the Act, of the properties 
specified in the summons, and to direct that in that 
capacity he should be a judicial trustee. Cohen, J., 
appointed him also judicial trustee of the will. 


Settlement—Direction for accumulation of dividends on 
shares—Bonus shares accretion to original shares. 

It is well established that what is paid by a company 
as dividend goes to the tenant for life under a settle- 
ment; what is paid by the company to the shareholder 
as capital, or appropriated as an increase of the capital 
stock in the concern, enures to the benefit of all who 
are interested in the capital. In Re Wright's Settlement 
Trusts (1945, 1 All E.R. 587), by a marriage settlement 
in 1908 the settled property included 100 ordinary fully 
paid-up shares of £100 each in a particular company. 
Among the trusts was a proviso that, in certain circum- 
stances, the trustees should pay the wife £150 a year and 
should accumulate and invest the surplus income of 
the trust fund and at the end of the period of accumula- 
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Legal Notes 


tion, distribute the accumulated income as directed in 
the trust deed. Under a private Act of 1914, the 
company was converted from a company limited by 
guarantee to a company limited by shares. The 
company’s capital was increased to 1,200,000 shares of 
£1 each, and it was provided that every shareholder 
of shares of £100 each became entitled to 150 shares of 
£1 for every £100 share held by him. Thus the trustee 
acquired 15,000 shares of {1 each in the reconstructed 
company. Bonus shares were issued in 1918 for 6,950 
and in 1927 for 10,975 ; the result was that the aggregate 
holding of the settlement trustees was 32,925 shares 
of {1 each. In 1938 the whole share capital of the 
company was converted into stock and the settlement 
trustees became holders of {£32,925 ordinary stock. 
Dividends of more than 7 per cent. were paid on the 
ordinary stock for 1942, 1943 and 1944. The husband 
died on February 1, 1944, leaving children; the wife 
did not marry again. The question before the court 
was whether the whole of this stock (comprising the 
original and the bonus shares) held by the trustees was 
affected by the proviso directing accumulation by way 


of compound interest on any dividends exceeding 7 per 


cent. on the nominal value of the shares in any one year. 
Romer, J., held that the bonus shares were an accretion 
to the original shares. The effect of the issue of bonus 
shares was not actually to increase the holding, because 
the persons to whom bonus shares were issued would 
hold the same proportion. He also held that on a 
proper construction of the settlement, the proviso 
directing accumulation applied to the bonus shares 
which formed part of the whole stock. 


MISCELLANEOUS 
Slander—Defamatory statements relating to company’s 
business—Slander of company can be actionable without 
special damage. 

In D. & L. Caterers, Lid. and Jackson v. D' Anjou 
(1945, 1 All E.R. 563), the Court of Appeal unanimously 
affirmed a decision of Stable, J., that on a question of 
slander relating to the conduct of business, the law 
presumes special damage, and that it is therefore 
irrelevant whether the slander is spoken of an individual 
or of a limited company. The appellant made certain 
statements to one L., alleging that the respondent 
company and its managing director J. were conducting a 
restaurant business illegally and in contravention of the 
Defence of the Realm Regulations; also that J. was 
taking part personally in a criminal course of conduct 
punishable by imprisonment. It was found that the 
statements were slanders on the respondents published 
by the appellant. In the lower court the respondents 
obtained damages and an injunction. On appeal, it was 
contended not only that the statements did not bear a 
defamatory meaning, but also that without proof of 
actual damage resulting from the publication of defama- 
tory statements, a limited liability company could not 
sue for slander even if it reflected on the company’s 
business. The Court of Appeal rejected both these con- 
tentions, and held that a limited liability company 
could sue for slander without proof of actual damage 
where the slander related to its trade or business, because 
in such a case the law implied the existence of damage. 
Only where it is defamed in the way of its business can a 
company sue for libel or slander. 
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Society of Incorporated Accountants 
INCORPORATED ACCOUNTANTS’ BENEVOLENT FUND 


The annual meeting of subscribers and donors to the 
Incorporated Accountants’ Benevolent Fund was held on 
sn Mas my dy By Kingdom (oy kt and Estate Agents’ 

itute of the United kind permission of the 
Council of that Institute). ad 

Mr. Percy Toothill, Chairman of the Trustees, presided, 

Se SES SP Is D.L., President of the 


Mr. Toothill said: In moving the adoption of the Report 


mention of the generosity of the Society's Branches in South 


The financial position of the Fund is satisfactory and there 
is a slight increase in income. The revenue has enabled 


_ the Trustees to meet claims upon them. But a more adequate 


revenue would permit of larger individual grants—an im- 
portant consideration at the present time. 

May I suggest that the sixtieth anniversary of the Society, 
coinciding with the end of hostilities in Europe, could not 


and Accounts, I have the pleasure of conveying the thanks 
of the Trustees to all who have contributed to the Fund 
during the year. Support has come not only from all parts 
of Great Britain and Ireland, but also from Incorporated 
Accountants overseas, and I must again make particular 


of need arising from the war. That part 
work may well become more urgent in the future. It is the 


PARTICULARS OF GRANTS FOR TWELVE MONTHS, JANUARY 1 TO DECEMBER 31, 1944 


Amounts previously given in 
. Number of Cases eran,” snail ’  @ases where grants were renewed 
& Epvucation anp Support oF Cues tio -~ ~_ —- on can ¥% 16 758 $551 
MemBers or FormER MEMBERS SUFFERING FROM INFIRMITY OR IN 
STRAITENED CIRCUMSTANCES .... s 7 433 933 
(c) Wrpows anp DepEenpDants or DECEASED MEMBERS 16 841 3,438 
Sunpry Cases AND TEMPORARY ASSISTANCE 2 60 _ 
41 2,002 7,722 
— me a 
REVENUE ACCOUNT 
For the year ended December 31, 1944 
1943 EXPENDITURE 1943 : INCOME 
£ ie Printing and Postages ... ‘ thor $0 
1,876 Grants a > 2,002 268 Refand af Tex ca Covsianted Subsciptions 296 
370 EES : 291 723 Dividends on Investments (including Tax recovered) edb 752 
£2,437 £2,437 
— — 


7 P LIABILITIES t 1943 ASSETS f F 
25 Sunpry Crepitors « f Cas# at Bank and in hands of Overseas Agents 75 
CapiTaL AccounT— INVESTMENTS AT 
16,031 nt Dest 1, 1943 oe 627,214 af 
16,877 r 17,958 1,000 
370 Balance from Revenue Account, 1944 291 927 
£500 London County 3 per cent. Consolidated Stock, 
17,247 bode 18,249 > rains ps g % a0 
Less Loss on Redemption nvestment ~~. Metropoli' ‘a * cent. Stock ... 
— 17,214 3b Comte ot Aten 3 poo. 
3,547 Oe Soaps Phare Retene Fuse on aad 3,547 + - Registered Stock, 1950-52 185 
500 EpitH Senpett Fuxp ... Se a 500 * £208 10s. Od. New Zealand 44 per cent. Stock, ri 
London and North Eastern + t. 
fa ee 
cen! 
Society Incorporst per je , 
16,815 — 17,800 
Str James Martin Fuxp— 
,000 3 per cent. Local 966 
,000 2% per cent. Guaranteed Stock 862 
500 roe. ted Stock 1,266 
a 2} per cent. Annuities . 453 
» 3,547 —_—s_ 3,547 
Epitx Senpe.tt Funp— 
500 432 Os. 9d. 4 per cent. 500 
ee ee ee 
270 Commissi NERS OF INLAND Revenue for Refund of 
fesoeee Tex z cs =i 300 
£21,286 £22,321 | £21,286 £22,321 
— —_ — — 
PERCY TOOTHILL, Chairman of Trustess. 
the Securities of the Fund. 


I have examined the above Accounts together with the Books and Vouchers, and find the same to be correctly stated. Thave also 
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widespread—support to the Benevolent Fund? Already . 
the Trustees have been able to give timely assistance in cases 
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; Hon. Auditor. 
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of the Trustees, as I am 
mem that those whom the Fund i 
both sympathy and an adequate measure relief appropriate 

their circumstances. At the same time we must i 


you will sce that the of donors and life subscribers 
of £782 approximate mainly ied an ara investment ice 
of i 


on the amount of grants which may be made. 
The Trustees ask me to their acknowledgment to 


Fund. The Vice-Presidents and the Trustees were re-elected. 

On the motion of Mr. H. J. Lester, seconded by Mr. R. E. 
Starkie, Mr. W. Southwood Smith was re-elected Honorary 
Auditor, with a vote of thanks for his 


cod to Bes. Pesoy Tout Chairond: Gf the Tresteas This 


Fifty-Second Annual Report of the Trustees 
The accounts for the year ended December 31, 1944, are 


printed below. 

The Trustees extend their grateful thanks to all who have 
kindly contributed to the Fund in 1944 and to the Com- 
mittees in the British Dominions for their continued support 
and interest. 

The revenue of the Fund at £2,437 shows a slight increase 
over 1943 when the corresponding amount was /2,298. 
The increase is mainly derived from subscriptions and income 
tax recovered in respect of covenanted subscriptions. 

Life subscriptions and donations aggregating ~~ have 
SS eee eee the 

The aggregate of grants in 41 cases amounted to £2,092, 
compared with £1,876 in 1943, when there were 36 cases. 

It is again notable that in the information given hereunder, 
there is emphasis on the help afforded for the education of 
children of deceased members. 

The Trustees draw attention to the fact that the circum- 
stances of some of these cases indicate the likelihood of grants 

necessary for several years, and give rise to the corres- 
ponding need for an increase in subscriptions. 

At the annual: meeting in 1944, Mr. E. Casstleon Elliott 
was elected a Trustee in the place of Mr. Henry Burgess, who 
has resigned. 

The expenses of the Fund are limited to printing and 


RESULTS OF EXAMINATIONS IN 
PRISONER OF WAR CAMPS 


DECEMBER, 1944 
Passed in Final 
i 
ames, formerly clerk to Bretherton, 
(First Certificate of Merit, 


Alphabetical Order 
Hunxtn, Frank, Clerk to Ware, Ward and Co., Exeter. 
Warp, CHARLES FRED, Clerk to Mellors, Basden and Mellors, 
Nottingham. . 
Passed in Intermediate 
Alphabetical Order 
AsHworTtH, KENNETH GILBERT, Clerk to Peat, Marwick, 
Mitchell and Co., Leeds. 
Joy, Joszrn Dartow, Clerk to W. G. Kay and Co., Groom- 


(Further Results are still awaited.) 
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DISTRICT SOCIETIES AND BRANCHES 


will be held at Incorporated 
July 19, 1945, at 2.30 p.m... 
Members are 


.of the meeting. To economise in paper 
been decided not to send an individual notice to each member. 


available for inspection 
Society 


LONDON 


So seeeagent eine Bn Leties Dias Suaty 
Accountants’ Hall on Thursday, 


asked to take this announcement as notice 
and postage it has 


The accounts for the ended March 31, 1945, are 
any member of the District 


at Incorporated 


LIVERPOOL 
Annual Meeting 


The fiftieth annual meeting of the Liverpool Society was 
er tg ee 


officers were 


At March 31, 1945, the membership of the Society included 
63 Fellows, 275: Associates, and 296 Students, of whom about 
171 were serving with H.M. Forces. To them the Society 
again sends greetings and good wishes. 

The Committee records with regret the death during the 
year of Mr. W. McMath. 


Students’ Society has also been able to resume its activities 
and has held two meetings in co-operation with the Liverpool 
Chartered Accountants’ Students’ Association, the fint 
the form of a demonstration of machine accounting 
and second being a joint debate. 4 
oft ee SE eee Sen sane 6 ale 
tN ee ee 
Incorporated Accountants has been 

so desuntad oat tas teas Suan abd tor oe 
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morning. 
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the University of Liverpool for the purpose of exploring the 
possibility of improved facilities for the education of pros- 
members of the Society. A Joint Committee repre- 
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scheme applicable to a number of the universities of England 
and Wales, including Liverpool. Full particulars have been 
ements have 


Headquarters of the Citizens’ Advice Bureaux to advise 
ts on their taxation difficulties. 

-war questions considered by the Committee have 
included Special lecture syllabuses, study groups and resi- 
dential “refresher” courses for members and students 
from H.M. Forces ; re-settlement advice service ; 
ibrary facilities ; minimum salaries ; superannua- 
tion fund for the accountancy ion ; conditions of 
entry to the Society ; abolition o premiums and articles ; 
return to Liverpool of the office of H.M. Inspectors of Taxes. 

The District Society was represented by the President, 
Mr. McMath, Mr. Pearson, and the Hon. Secretary at a 
District Societies’ Conference held in London in May 1944. 


PERSONAL NOTES 
Flight Lieutenant John Hoar, A.S.A.A., has been awarded 
the Distinguished Cross for gallantry and devotion 
to 


duty in air operations. 
Messrs. Keens, Shay, Keens and Co., Incorporated Accoun- 


tants, announce that Mr. H. C. Gale has retired from the 


. - ° | 
5 fF a ' 
the prudent management by which the Capital Account has 
been built up and maintained. Donations and life subscrip 
annual subscriptions, which have the more immediate effect Be 
a 
in some of the beneficiaries of the Fund and afforded them 
sympathetic advice in times of difficulty. 
x. R. a seconded the motion for adoption of 
report accounts, which was carried unanimously. - - 
Sir Thomas Keens, D.L., was re-elected President of the Bertram Nelson, J.P., F.S.A.A. ; Vice-President : Mr. J. Cc. 
Summershill, F.S.A.A.; Hon. Secretary : Mr. H. F. Smith, 
— F.S.A.A.; Hon. Treasurer :. Mr. Charles M. Dolby, iP 
F.S.A.A. ; Hon. Auditor : Alderman R. Duncan French, J.P., 
F.S.A.A. 
Mr. Robert Bell _ and Mr. A. V. —_ seconded Annual Report 
r _ ee 
7 In co-operation with the Liverpool Society of Chartered 
senting the uhiversities and the professional bodies has 
7 the —_ of Sir Arnold McNair, Vice- 
been made to commence the proposed courses of study at 
Liverpool University next October. 
postages. , The Committee again desires to thank the members who 
have taken lar and frequent duties at the Liv ; 
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ACCOUNTANCY 


for many years. The firm name will be unchanged. 


Messrs. Amsdon, Cossart & Wells announce that they have 
admitted into ership in their Letchworth practice Mr. 
Alfred C. ennerster, Incorporated Accountant. The 
practice is being continued under the name of Messrs. 
-~ sla saa Ti at Station Place, Letch 5 

erts. . 

Mr. H. J. Trist, In ted Accountant, senior partner 
of Messrs. H. J. Trist & Stranger, Chartered Accountants 
(Aust.) Sydney, N.S.W., has been appointed a Life Member 
of the Commonwealth Institute of Accountants in recognition 
of his services as a member of the New South Wales Council 
of that body. 

The Secretary of State for Scotland has a) ited Mr. 
Duncan R. Matheson, LL.B., F.S.A.A., Edinburgh, to be 
Auditor for the County of Midlothian. : 

Mr. jonser yy oF Wickham, F.I.M.T.A., A.S.A.A., Borough 
Treasurer of dington, is retiring upon reaching the age 
limit on ber 16, 1945, after 42 years’ local government 
service. . Wickham has been a prominent worker in the 
National Savings movement since its inception. 

Messrs. Temple, Gothard and Co., Incorporated Accoun- 
tants, 7-8, Norfolk Street, Strand, London, W.C., desire to 
announce that Mr. Cyril H. Ti le, F.S.A.A., who has been 


will be continued by the remaining _— namely, Mr. 
M. Temple Amos, F.S.A.A., Mr. J. T. Patterson, F.C.A., 
F.S.A.A., and Mr. W. G. Adams, A.S.A.A. Mr. Temple will 
act as consultant to the firm, and will retain his directorships 
and certain other work of a personal nature. 
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REMOVAL 


Mr. C. N.C. Sebright, ted Accountant, announces 
that he has removed his offices to 109-111, Wool Exchange, 
24-26, Basinghall Street, London, E.C.2. 


OBITUARY 


WILLIAM ARTHUR PEARMAN 

There is wide regret among the members of the Society 
in London at the death of Mr. W. A. Pearman, Incorporated 
Accountant, who was a recent Past Chairman of the London 
District Society. The late Mr. Pearman qualified as an 

ted Accountant in 1898 and was one of those 
members who rendered valuable services to industry. He 
was for many years the General Manager of the Westminster 
Electric Supply Corporation, becoming in 1927, at its incep- 
tion, General Manager and Secretary of the London Power 
Company, whose power station at Battersea is one of the 
land marks of London. He was well known in the electric 
supply ind and at one time had much experience in the 
omotion of Private Bills relating to his company in the 
ouses of Parliament. 

Until his last and comparatively short illness, he had 
enjoyed remarkably robust health. On his 70th birthday a 
presentation was made to him to mark 52 years’ service 
in the electrical industry, uninterru even by a single 
day’s sick leave. He continued in his appointment up to 
the time of his death. 

The activities of the Society claimed his personal interest. 
He was a member of the first Committee of the London 
District Society and ly supported its meetings and 
functions. He was held in high regard by his colleagues 
on the Committee and at their request undertook the Chair- 
manship during the war years. Unfortunately the circum- 
stances of this period prevented his undertaking, as he would 
have wished, an expansion of policy and of work. 

An aptitude for friendship, a remarkably quick mind and 
a capacity for work enabled him to despatch business with 
facility and an economy of time. 

Outside his professional work, he was interested in Free- 
masonry and yachting. He was a Past Master of the Incor- 
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porated Accountants’ Lodge, where his presence was always 
welcome and to which he gave distinguished service. 


FRANK NORMAN CLARKE “ 
We record with regret that Mr. F. N. Clarke, F.S.A.A., 
senior partner in Méssrs. Hilton, Sharpe & Clarke, Brighton, 
died on April 23 at the age of 69. Mr. Clarke was associated 


with the for nearly fifty years; he became a member 
of the Society of Incorporated Accountants in 1910. In un- 
official ways Mr. Clarke was always helpful to the Society. He 
was a member of the Henfield ial church council, and 
honorary secretary of the Henfield 
which he was a generous benefactor. was a Penge oo t 
Freemason, being treasurer and a Past Master of Atling- 
worth Lodge, and had been accorded Provincial honours. 
Mr. Clarke was an active worker for a number of charitable 
organisations. 
The funeral service at Henfield Parish Church was attended 
the four surviving partners of Messrs. Hilton, Sharpe and 
ke, and by some members of the staff. 


FREDERICK WILLIAM DUART-SMITH 


We regret to record the death on May 14 of Mr. F. W. 
Duart-Smith, J.P., F.S.A.A., senior partner of Messrs. Duart- 
Smith, Baker & Price, Gloucester. Mr. Duart-Smith had 
been in public practice as an Incorporated Accountant in 
Gloucester since his admission to membership of the Soci 
in 1898. He was Sheriff of the City of Gloucester in 1921-22, 
and Mayor in 1924-25. He gave valuable help to the Red 
Cross organisation during the last war, acting as consultant 
on hospital accounts and supervising the auditing of hospitals 
in Gloucester and of some in Wiltshire. Mr. Duart-Smith 
was a Fellow of the Geographi¢al Society and of the Society 
of Antiquaries, a Past Master of the Royal Gloucestershire 
Lodge of Freemasons, President of the Three Choirs Festival, 
and Steward and Chairman of the Gloucester Choral Society. 
His wide interests also included numismatics and fishing. 
He read widely, and was formerly Chairman of the Public 
Library Committee. As an active supporter of the Church 
of England, Mr. Duart-Smith was formerly a member of the 
Diocesan Board of Finance and of the Union of Benefices 
Committee. The new church of St. Barnabas, Tuffley, owed 
much to the initiative and generosity of Mr. Duart-Smith, 
who as Chairman of the Building Committee, laid the 
foundation stone in 1938. f 

The funeral service at St. Barnabas Church on May 18 
was conducted by four clergymen, including the Bishop of 
Tewkesbury. The large congregation included the Mayor of 
Gloucester (Alderman H. G. Williams), aldermen and 
councillors and city officials, and representatives of Messrs. 
Duart-Smith, Baker & Price, of several Lodges of Free- 
masons, and of a large number of Gloucester organisations. 


ALEXANDER KNIGHT CRAIGHEAD 


We regret to report that Mr. Alex. K. Craighead, A.S.A.A., 
died on May 4, 1945, at the age of 77. Mr. Craighead was 
connected with the firm of Messrs. Maxtoné, Graham & Sime, 
Edinburgh, for over 50 years. He qualified as a member of 
the Society in 1905, and was held in high esteem by members 
of the profession in Edinburgh. 
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tion or wances at gece spare Candidates must have 
had practical experience in up-to*date costing methods preferably 
with a public utility undertaking. Free on appointment. 
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H. Lomax and Co., at Manchester and elsewhere, has admitted 
; Mr. Alan Ward, A.S.A.A., who has been associated with him At the funeral the London District Society was me a yer 
ee ly Mr. A. A. Garrett, Secretary, and the Lodge by the Lodge 
; Secretary, Mr. W. J. Crafter. 
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